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In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Participants, based upon an analysis of existing laws, regulations, rulings and court
decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on the Notes represented by the Note
Participations is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California
personal income taxes. The amount treated as interest on the Notes represented by the Note Participations and excluded from gross income may depend on the taxpayers
election under Internal Revenue Service Notice 94-84. In the further opinion of Bond Counsel, interest on the Notes represented by the Note Participations is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted
current earnings when calculating corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other tax consequences related to the
ownership or disposition of, or the accrual or receipt of interest on, the Note Participations. See “TAX MATTERS” herein.
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Each Series of the Note Participations (as hereinafter defined) will be delivered as fully registered certificates, without coupons, and when delivered will be registered
in the name of The Depository Trust Company, New York, New York (“DTC”), or its nominee. DTC will act as securities depository for the Note Participations. Individual
purchases of beneficial interests in the Note Participations will be made in book-entry form only and in the principal amount of $5,000 or any integral multiple thereof.
Purchasers of such beneficial interests will not receive physical delivery of the Note Participations. Principal of and interest on the Notes represented by the Note Participations
will be payable on the applicable maturity date set forth above by the Trustee to DTC. DTC will in turn remit such principal and interest to the DTC Participants (as hereinafter
defined), who will in turn remit such principal and interest to the Beneficial Owners (as hereinafter defined) of the Note Participations. See “DESCRIPTION OF THE NOTE
PARTICIPATIONS — Book-Entry System” herein.

The Note Participations will not be subject to prepayment prior to maturity.

The Note Participations of each Series are being issued pursuant to the terms of three separate Trust Agreements, each dated as of July 1, 2013 (each a “Trust Agreement”
and collectively the “Trust Agreements”), the first of which is by and between the County of San Diego (the “County” or the “Series A Participant”) and Wilmington Trust,
N.A. (the “Trustee”) (the “Series A Trust Agreement”) with respect to $60,000,000 Series A Note Participations (the “Series A Note Participations™), the second of which
is by and among the County, certain of the Districts identified herein under “THE PARTICIPANTS” (the “Series B-1 Participants”) and the Trustee (the “Series B-1 Trust
Agreement”) with respect to $13,050,000 Series B-1 Note Participations (the “Series B-1 Note Participations™), and the third of which is by and among the County, certain of
the Districts identified herein under “THE PARTICIPANTS” (the “Series B-2 Participants” and, together with the Series B-1 Participants, the “Series B Participants”; the Series
A Participant and the Series B Participants are referred to herein as the “Participants”) and the Trustee (the “Series B-2 Trust Agreement” and, together with the Series A Trust
Agreement and the Series B-1 Trust Agreement, the “Trust Agreements”) with respect to $42,160,000 Series B-2 Note Participations (the “Series B-2 Note Participations” and,
together with the Series B-1 Note Participations, the “Series B Note Participations”; the Series A Note Participations and the Series B Note Participations are referred to herein
as the “Note Participations”). Each Series of the Note Participations matures on the applicable maturity date set forth above, and evidences and represents a proportionate
and undivided interest in certain designated 2013-14 Tax and Revenue Anticipation Notes (individually, a “Note” and collectively, the “Notes”) issued by the County on
behalf of all Participants, and debt service payments on the Notes to be made by the Participants. The Notes are being issued to provide operating cash for the Participants’
working capital expenditures and the investment and reinvestment of funds for the Participants prior to the receipt of anticipated tax payments and other revenues provided
for or attributable to Fiscal Year 2013-14. Each Participant has pledged certain Unrestricted Revenues as described herein for the payment of the principal of and interest on
its respective Note, provided that no Participant has any obligation to pay the principal of or interest on the Note of any other Participant. The Notes are general obligations of
the respective Participants and, to the extent the Notes are not paid from revenues pledged for the payment of the Notes, the Notes shall be paid with interest thereon from any
other moneys of the Participants lawfully available therefor.

Payments by a Participant of the principal of and interest on its Note shall fully discharge the obligation of such Participant to the Owners of the Note Participations,
notwithstanding nonpayment by one or more other Participants. The obligation of each Participant is a several and not a joint obligation and is strictly limited to such
Participant’s repayment obligation under its applicable Note Resolution and Note.

THE NOTE PARTICIPATIONS ARE LIMITED OBLIGATIONS OF EACH PARTICIPANT PAYABLE SOLELY FROM CERTAIN FUNDS PLEDGED
UNDER THE APPLICABLE TRUST AGREEMENT. THE OBLIGATION OF EACH PARTICIPANT TO PAY PRINCIPAL OF AND INTEREST ON THE NOTE
PARTICIPATIONS DOES NOT CONSTITUTE A DEBT OF THE PARTICIPANT, THE COUNTY OR THE STATE OF CALIFORNIA, OR ANY POLITICAL
SUBDIVISION THEREOF, IN CONTRAVENTION OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A SUMMARY OF THIS ISSUE. INVESTORS MUST
READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION.

The Note Participations will be offered in book-entry form when, and if executed and delivered, subject to approval as to their legality by Orrick, Herrington &
Sutcliffe LLP, Los Angeles, California, Bond Counsel, and certain other conditions. Certain legal matters will be passed upon for the Underwriters by their counsel, Hawkins
Delafield & Wood LLP, Los Angeles, California. It is anticipated that the Note Participations, in book-entry form, will be available for delivery through the facilities of DTC
on or about July 1, 2013
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Wells Fargo Securities
Dated: June 4, 2013
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SERIES A NOTE PARTICIPANT
County of San Diego
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SERIES B-1 NOTE PARTICIPANTS AND

Cardiff School District
Encinitas Union School District
La Mesa-Spring Valley School District
National School District
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SERIES B-2 NOTE PARTICIPANTS

Carlsbad Unified School District
Fallbrook Union High School District
Grossmont Union High School District

Ramona Unified School District

San Dieguito Union High School District
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Helen N. Robbins-MeyeChief Administrative Officer
Dan McAllister, Treasurer — Tax Collector
Donald F. SteueChief Operating Officer
Tracy M. SandovalAuditor & Controller
Thomas E. Montgomeryg;ounty Counsel

Fkkkkk

SPECIAL SERVICES

Bond Counsel
Orrick, Herrington & Sutcliffe LLP
Los Angeles, California

Financial Advisor to School District Participants
Government Financial Strategies inc.
Sacramento, California

Trustee
Wilmington Trust, N.A.
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No dealer, broker, salesperson or other persoméas authorized to give any information or to makg
representation other than those contained in tffisi@ Statement in connection with the offers reatereby and, if
given or made, such information or representatiarstrmot be relied upon as having been authorizedhby
Participants. This Official Statement does not titute an offer to sell the Note Participationsaimy state or other
jurisdiction to any person to whom it is unlawfalrmake such an offer in such state or jurisdiction.

This Official Statement is not to be construed aoitract with the purchasers of the Note Parti@pa.
Statements contained in this Official Statementcivhinvolve estimates, forecasts or matters of opinivhether or
not expressly so described herein, are intendedysa¢ such and are not to be construed as a ezpagion of facts.

The information set forth herein has been providedhe Participants and other sources that arevssli
by the Participants to be reliable. The Underwsitbave provided the following sentence for inclasio this
Official Statement: The Underwriters have reviewiled information in this Official Statement in acdance with,
and as part of, their responsibility to investorsder the federal securities laws as applied to féoes and
circumstances of this transaction, but the Undé¢ensido not guarantee the accuracy or completesfessich
information.

The information and expression of opinions heregmsaibject to change without notice and neitheivest
of this Official Statement nor any sale made hedeurshall, under any circumstances, create an ¢atpin that
there has been no change in the affairs of theciemts since the date hereof. This Official Stagat is submitted
with respect to the sale of the Note Participatiaisrred to herein and may not be reproduced ed s whole or
in part, for any other purpose, unless authoriregriting by the County. All summaries of the Ndarticipations,
the Notes, the Note Resolutions, the Trust Agred¢spene Investment Agreement, if any (each as ddfimerein),
and other documents, are made subject to the jpwosi®f such documents respectively and do notqutp be
complete statements of any or all of such provisidireparation of this Official Statement and isribution have
been duly authorized and approved by the Partitipan

This Official Statement is submitted in connectiaith the execution and delivery of the Note
Participations referred to herein and may not Ipeaguced or used, in whole or in part, for any offh@pose.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER3AY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THEMARKET PRICE OF THE NOTE
PARTICIPATIONS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISONTINUED AT ANY TIME. THE
UNDERWRITERS MAY OFFER AND SELL THE NOTE PARTICIPADNS TO CERTAIN DEALERS AND
DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES LW/VER THAN THE PUBLIC OFFERING
PRICE STATED ON THE COVER PAGE HEREOF AND SAID PUEL OFFERING PRICE MAY BE
CHANGED FROM TIME TO TIME BY THE UNDERWRITERS.

CUSIP is copyrighted 2013, American Bankers Asdmia CUSIP® is a registered trademark of the
American Bankers Association. CUSIP data hereprasided by the CUSIP Service Bureau, managedetialb of
the American Bankers Association by Standard & RooFhis data is not intended to create a databadaloes not
serve in any way as a substitute for the CUSIP i&ssvBureau. CUSIP numbers have been assigned by a
independent company not affiliated with the NotetiBi@ants and are included solely for the conveoé of the
registered owners of the applicable Note Partigipat Neither the Note Participants nor the Undiens are
responsible for the selection or uses of these @UtBimbers, and no representation is made as tocireectness
on the applicable Note Participations or as inatlderein. The CUSIP number for a specific matustgubject to
being changed after the issuance of the Note Raations as a result of various subsequent acfizeiading, but
not limited to, a refunding in whole or in part as a result of the procurement of secondary markefolio
insurance and other similar enhancement by inveshat is applicable to all or a portion of certaiaturities of the
Note Participations.
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$115,210,000
COUNTY OF SAN DIEGO AND SAN DIEGO COUNTY SCHOOL DISTRICTS
TAX AND REVENUE ANTICIPATION NOTE PROGRAM
NOTE PARTICIPATIONS, SERIES 2013

Evidencing and Representing Proportionate and Ukhelivinterests of the Owners Thereof
in 2013-14 Tax and Revenue Anticipation Notes ef@ounty of San Diego, California and
Certain School Districts within San Diego County

$60,000,000 $13,050,000 $42,160,000
Series A Series B-1 Series B-2

INTRODUCTION

This Introduction is not a summary of this OfficBthtement. It is only a brief description of and
is qualified by a more complete and detailed infation contained in the entire Official Statement,
including the cover page and appendices hereto,thadiocuments described herein. References to and
summaries of provisions of the Constitution andslavf the State of California and any documents
referred to herein do not purport to be completel @nich references are qualified in their entirety b
reference to the complete provisions.

This Official Statement, including the cover patghle of contents and appendices, sets forth
certain information concerning the $115,210,000r@gate principal amount of the County of San Diego
and San Diego County School Districts Tax and Regeinticipation Note Program Note Participations,
Series 2013 comprised of $60,000,000 Series A Nhatgicipations maturing on June 30, 2014 (the
“Series A Note Participations”), $13,050,000 Serfe4 Note Participations maturing on January 31,
2014 (the “Series B-1 Note Participations”) and 362,000 Series B-2 Note Participations maturing on
April 30, 2014 (the “Series B-2 Note Participatibnand, together with the Series B-1 Note
Participations, the “Series B Note Participations’he Series A Note Participations and the Series B
Note Participations are sometimes together refelesk the “Note Participations.” Each Series ofeNo
Participations evidences and represents propotéoaad undivided interests of the owners thereof in
certain 2013-14 Tax and Revenue Anticipation Ndfesividually, a “Note” and collectively, the
“Notes”) issued by the County of San Diego (the UBty”) on behalf of itself and on behalf of the
various school districts, as further described urtde “THE PARTICIPANTS” herein (the “Districts”
and collectively with the County, the “Participditiocated in San Diego County, California, and the
debt service payments on the Notes to be made ddyP#mticipants. Each Note is issued pursuant to
Article 7.6, Chapter 4, Part 1, Division 2, Title(Bommencing with Section 53850) of the California
Government Code (the “Government Code”) and in atanmce with separate resolutions adopted by the
Board of Supervisors of the County (the “Board”) behalf of each Participant (each, a “Note
Resolution” and collectively, the “Note Resolutitns

The Note Participations of each Series are beisgeid pursuant to the terms of three separate
Trust Agreements, each dated as of July 1, 201¢h(adTrust Agreement” and collectively the “Trust
Agreements”), the first of which is by and betwetre County (the “Series A Participant”) and
Wilmington Trust, N.A. (the “Trustee”) (the “Seriés Trust Agreement”) with respect to the Series A
Note Participations, the second of which is by amibng the County, certain of the Districts ideatifi
herein under “THE PARTICIPANTS” (the “Series B-1rie@pants”) and the Trustee (the “Series B-1
Trust Agreement”) with respect to the Series B-1d\Rarticipations, the third of which is by and ago
the County, certain of the Districts identified dier under “THE PARTICIPANTS” (the “Series B-2
Participants” and, together with the Series B-1tiBipants, the “Series B Participants”; the Serfes
Participant and the Series B Participants are nedeto herein as the “Participants”) and the Trugthe
“Series B-2 Trust Agreement” and, together with 8ezies A Trust Agreement and the Series B-1 Trust
Agreement, the “Trust Agreements”) with respecdhi® Series B-2 Note Participations. The Partidipan
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will determine the principal amount of their resipaz Notes upon execution by the County on behfalf o
all Participants of a Contract of Purchase (the¢Rase Contract”). See APPENDIX A —“COUNTY OF
SAN DIEGO FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORIATION” and APPENDICES

B, C and D for a summary description of certaiminfation respecting each Participant.

The Note Participations will be executed and deédein an aggregate principal amount equal to
the aggregate principal amount of the Notes. Theedcepresented by the Series A Note Participations
are being issued to provide operating cash foiCienty’s current working capital expenditures, talpi
expenditures and the investment and reinvestmefoinadf prior to the receipt of anticipated tax pawts
and other revenues. The Notes represented by é¢hes® Note Participations are being issued to
provide operating cash for the current working tpexpenditures, capital expenditures and the
investment and reinvestment of funds prior to #eeipt of anticipated tax payments and other reeenu
for the respective Districts. Imbalances in thetiBigants’ cash flows, resulting from the timing of
expenditures and receipts, require that the Ppatits borrow funds to meet all scheduled disburagsmne
including current expenses, capital expendituned,the discharge of other obligations or indebted ruf
the Participants.

Each Participant has pledged, pursuant to SectR856 of the Government Code and its
respective Note Resolution for the payment of ppalcof and interest on its respective Note, cartai
Unrestricted Revenues (as hereinafter defined;Rhexlged Revenues”) which are received, accrued or
held by the Participant and are attributable to20&3-14 Fiscal Year, and the principal of its Natel
the interest thereon shall constitute a first l@m charge thereon and shall be payable from tke fi
moneys received by the Participant from such Ple@d®evenues and, to the extent not so paid, shall be
paid from any other taxes, income, revenue, casipts and other moneys of the Participant provided
for or attributable to the 2013-14 Fiscal Year andilable therefor (all as provided for in Secti®3856
and 53857 of the Government Code). The term “Urictstl Revenues” shall mean all taxes, income,
revenue (including, but not limited to, revenuenirthe State and federal governments), cash regeipts
and other moneys, which are generally available ther payment of current expenses and other
obligations of the Participant. The Owners (asra=fibelow) shall have a first lien and charge arhsu
Unrestricted Revenues as provided in the respettivst Agreement which are received, accrued af hel
by the Participant and are attributable to the 2D43Fiscal Year. Notwithstanding the foregoing th
terms “Unrestricted Revenues” and “Pledged Revénsieal exclude moneys which, when received by
the Participant, will be encumbered for a speciappse unless an equivalent amount of the procefeds
the related Participant’'s Note is set aside andl dee said special purpos&lotwithstanding the
foregoing, Unrestricted Revenues pledged by the Pugipants to the payment of the Notes
represented by their respective Participations as|Bdged Revenues shall not include any amounts
pledged by the Participants to the payment of anyetmporary transfer of funds by the Treasurer-
Tax Collector of the County (the “Treasurer-Tax Colector”) pursuant to Section 6 of Article XVI
of the California Constitution (the “Temporary Tran sfers”), which transfers are referred to as
Treasurer’s Loans from time to time.

Each Participant has agreed pursuant to its ragpeadbte Resolution to cause to be deposited
with the Trustee an amount, together with inteeashings thereon, equal to the principal amouratnof
interest due on its respective Note from PledgedeRaes received by the Participant in certain
sequentially numbered Repayment Months (as definetthe respective Trust Agreements and in the
respective Notes). See “SOURCES OF PAYMENT FOR THETE PARTICIPATIONS” herein.

No Participant has any obligation to pay the pringpal of or interest on the Note of any other
Participant. The Notes are general obligations offie respective Participants and, to the extent the
Notes are not paid from such Pledged Revenues, tNotes shall be paid, with interest thereon, from
any other moneys of the respective Participants laiwlly available therefor pursuant to Section



53857 of the Government Code. The obligation of eladParticipant is a several and not a joint
obligation and is strictly limited to such Participant’'s repayment obligation under its applicable
Note Resolution and Note. See “SOURCES OF PAYMENT®R THE NOTE PARTICIPATIONS”
herein.

The Participants may issue, upon satisfaction dhgeconditions in the Participant’s respective
authorizing resolutions, additional notes securgdalpledge of Pledged Revenues on a parity with or
subordinate to the pledge of Pledged RevenueshtoNibtes. See “SOURCES OF PAYMENT FOR
THE NOTE PARTICIPATIONS” herein.

All quotations from and summaries and explanatiohgrovisions of the laws of the State of
California (the “State”) and acts and proceedinigghe Participants contained herein do not purpmhe
complete and are qualified in their entirety byerehce to the official compilations thereof, ant al
references to the Note Participations, the Nothe, Note Resolutions and the proceedings of the
Participants relating thereto, are qualified inirtleatirety by reference to the definitive formstbé Note
Participations, the Notes and such proceedingsitdliapd terms not otherwise defined herein shalleh
the meanings ascribed thereto in the respectivet Thgreement and, where the context indicates, the
respective Note Resolution.

THE TRANSACTION

On the date of issuance of the Notes and the drecanhd delivery of the Note Participations
(the “Closing Date”) the following transactions Bhaccur simultaneously in accordance with the
respective Trust Agreement: (a) the County shglod# each respective Note, on behalf of itself/and
of each Participant, in trust with the Trustee, waiall hold such Notes in trust until their matyrit
(b) the Trustee shall execute and deliver the edlote Participations, registered in the name i T
Depository Trust Company, New York, New York (“DT)C’or its nominee, for the benefit of the
beneficial owners of interests in the Note Parditigns described herein (“Beneficial Owners”); and
(c) the proceeds of the Note Participations shaltbposited and disbursed as set forth in the ctégpe
Trust Agreement.

The purchase price for the Notes shall be deriedelysfrom the proceeds received from the sale
of the Note Participations, which shall be an amagual to the principal amount of the Notes, ksg
discount and plus any premium. The Note Partimpat shall represent undivided, proportionate
interests in the Notes and the debt service paymenbe made by the Participants under the Notes.
Principal and interest payments made by the Ppatits to the Trustee shall be remitted by wirestiem
to DTC or its nominee which in turn will remit sughayments to participants in DTC (“DTC
Participants”) for subsequent disbursement to teeeficial Owners. See “DESCRIPTION OF THE
NOTE PARTICIPATIONS — Book-Entry System” herein.rBuant to the applicable Trust Agreement,
the Trustee agrees to transfer all such debt sempayments as may be received from the related
Participants to DTC, as Registered Owner of theeNearticipations (the “Owner”), and the Trustee
agrees to hold the Notes until their maturity toe benefit of the Beneficial Owners. Neither thestee
nor the Participants shall have any further ligpiliith respect to payments of principal of ancnast on
the Notes represented by the Note Participationangr fiduciary responsibility to the Owners or the
Beneficial Owners except as expressly set fortthen applicable Trust Agreement or the terms of the
Note Participations. See “SUMMARY OF THE TRUST AERMENTS” herein.



DESCRIPTION OF THE NOTE PARTICIPATIONS
The Note Participations

Each Series of Note Participations will be execw#rd delivered as fully registered certificates,
without coupons. The Note Participations will beéedia will mature and will have an interest compdnen
calculated at the rates per annum, all as showth@rtover page hereof. Principal with respect o th
Notes will be payable on the applicable Maturityt®éas defined in each Participant's Note). Priakip
and interest with respect to the Notes will be jpégran their respective Maturity Dates (as defiired
each Participant’'s Note). Principal of and interdige on each Series of the Notes representedéey th
respective Note Participations will be payable bg Trustee to DTC, which will in turn remit such
principal and interest to the DTC Participantsisithe responsibility of the DTC Participants tonie
such principal and interest to the Beneficial Ownebee “Book-Entry System” herein. The Note
Participations and the Notes evidenced therebyairsubject to redemption prior to maturity.

Book-Entry System

The information hereunder concerning DTC and DT®®ok-entry only system has been
obtained from DTC and the Participants take no oesibility for the completeness or accuracy thereof
The Participants, the Trustee and the Underwriteasnot and do not give any assurances that DTC,
DTC Participants or Indirect Participants will disbute to the Beneficial Owners (a) payments of
interest, principal or premium, if any, with respéo the Note Participations, (b) certificates repenting
ownership interest in or other confirmation or owstd@p interest in the Note Participations, or (c)
redemption or other notices sent to DTC or Cede®, @s nominee, as the registered owner of theeNot
Participations, or that they will do so on a timddgsis, or that DTC, DTC Participants or DTC Indite
Participants will act in the manner described insttDfficial Statement. The Participants, the Paying
Agent and the Underwriters are not responsibleiaile for the failure of DTC or any DTC Participant
to make any payment or give any notice to a Bankfowvner with respect to the Note Participations o
an error or delay relating thereto. The currentdiRs” applicable to DTC are on file with the Sedias$
and Exchange Commission and the current “Proceducé<DTC to be followed in dealing with DTC
Participants are on file with DTC.

The Depository Trust Company, New York, New Yorkllact as securities depository for the
Note Participations. The Note Participations Wwal issued as fully-registered securities registerdte
name of Cede & Co. (DTC's partnership nominee) uchsother hame as may be requested by an
authorized representative of DTC. One fully-registecertificate will be issued for each maturitytiof
Note Participations and will be deposited with DTC.

DTC is a limited-purpose trust company organizedleunthe New York Banking Law, a
“banking organization” within the meaning of the wWe’ork Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within theaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuarthé provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds and provides assgticing for over 3.5 million issues of U.S. and
non-U.S. equity issues, corporate and municipat detoes, and money market instruments (from over
100 countries) that DTC'’s participants (“Direct fRapants”) deposit with DTC. DTC also facilitatdse
post-trade settlement among Direct Participantsadés and other securities transactions in deplosite
securities, through electronic computerized bodkyetnansfers and pledges between Direct Parti¢gan
accounts. This eliminates the need for physical anmnt of securities certificates. Direct Particigan
include both U.S. and non-U.S. securities brokemsl @ealers, banks, trust companies, clearing
corporations, and certain other organizations. D& wholly-owned subsidiary of The Depository Trus
& Clearing Corporation (“DTCC"). DTCC is the holdjrcompany for DTC, National Securities Clearing



Corporation and Fixed Income Clearing Corporatahof which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaAesess to the DTC system is also available tersth
such as both U.S. and non-U.S. securities brokeds dealers, banks, trust companies, and clearing
corporations that clear through or maintain a alistorelationship with a Direct Participant, either
directly or indirectly (“Indirect Participants”). DC has Standard & Poor’s rating of AA+. The DTC
Rules applicable to its Participants are on filehwthe Securities and Exchange Commission. More
information about DTC can be found at www.dtcc.cdnfiormation on this website is not incorporated
herein.

Purchases of the Note Participations under the ByiSstem must be made by or through Direct
Participants, which will receive a credit for thetd Participations on DTC’s records. The ownership
interest of each actual purchaser of each NotécRation (“Beneficial Owner”) is in turn to be reded
on the Direct and Indirect Participants’ recordsngficial Owners will not receive written confirrat
from DTC of their purchase. Beneficial Owners drawever, expected to receive written confirmations
providing details of the transaction, as well asquiic statements of their holdings, from the Direc
Indirect Participant through which the Beneficialv@r entered into the transaction. Transfers of
ownership interests in the Note Participationstarbe accomplished by entries made on the books of
Direct and Indirect Participants acting on behé&Beneficial Owners. Beneficial Owners will not eeee
certificates representing their ownership interasthe Note Participations, except in the eveat tise of
the book-entry system for the Note Participatiangdiscontinued.

To facilitate subsequent transfers, all Note Pig@itons deposited by Direct Participants with
DTC are registered in the name of DTC’s partnersioiminee, Cede & Co., or such other name as may
be requested by an authorized representative of. Oh€ deposit of the Note Participations with DTC
and their registration in the name of Cede & Cosurh other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of tbia Beneficial Owners of the Note Participations;
DTC’s records reflect only the identity of the DOiteParticipants to whose accounts such Note
Participations are credited, which may or may nettlie Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keepingamt of their holdings on behalf of their customer

Conveyance of notices and other communications BY Do Direct Participants, by Direct
Participants to Indirect Participants, and by DirBarticipants and Indirect Participants to Benalfic
Owners will be governed by arrangements among thembject to any statutory or regulatory
requirements as may be in effect from time to tiBeneficial Owners of the Note Participations may
wish to take certain steps to augment the trangmnigs them of notices of significant events widspect
to the Note Participations, such as redemptiomgletes, defaults, and proposed amendments to thee Not
Participation documents. For example, Beneficialn@mg of the Note Participations may wish to
ascertain that the nominee holding the Note Ppetimns for their benefit has agreed to obtain and
transmit notices to Beneficial Owners. In the alédive, Beneficial Owners may wish to provide their
names and addresses to the registrar and reqaesbihes of notices be provided directly to them.

Redemption notices shall be sent to DTC. If léemntall of the Note Participations within an
issue are being redeemed, DTC'’s practice is taméte by lot the amount of the interest of eachebir
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC noseinhwill consent or vote with respect to
the Note Participations unless authorized by a dDifearticipant in accordance with DTC's MMI
Procedures. Under its usual procedures, DTC maifSranibus Proxy to the Trustee as soon as possible
after the record date. The Omnibus Proxy assigrde Ge Co.’s consenting or voting rights to those
Direct Participants to whose accounts the Noteiddaations are credited on the record date (ideatiin
a listing attached to the Omnibus Proxy).



Payments of principal of, premium, if any, and iett on the Note Participations will be made to
Cede & Co., or such other nominee as may be rezpibst an authorized representative of DTC. DTC's
practice is to credit Direct Participants’ accounpon DTC's receipt of funds and corresponding itleta
information from the Participants or the Trusten, payable date in accordance with their respective
holdings shown on DTC's records. Payments by Rpatits to Beneficial Owners will be governed by
standing instructions and customary practices,sathe case with securities held for the accounts of
customers in bearer form or registered in “stregh@,” and will be the responsibility of such Papnt
and not of DTC (nor its nominee) nor the TrustetherParticipants, subject to any statutory or latguy
requirements as may be in effect from time to tifRayments of principal of, premium, if any, and
interest on the Note Participations to Cede & Gwo.quch other nominee as may be requested by an
authorized representative of DTC) is the respolissitnf the Participants or the Trustee, disbursetd
such payments to Direct Participants will be thepomsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the restulity of Direct and Indirect Participants.

DTC may discontinue providing its services as daposwith respect to the Note Participations
at any time by giving reasonable notice to thei€lpents, the Participants or the Trustee. Undehsu
circumstances, in the event that a successor depos not obtained, Note Participation certifestare
required to be printed and delivered.

The Participants may decide to discontinue usehefdystem of book-entry transfers through
DTC (or a successor securities depository). In ¢hant, certificates will be printed and deliverdd.the
event that the book entry system is discontinuediescribed above, the requirements of the Trust
Agreement with respect to certified Note Partidiguag will apply.

NEITHER THE PARTICIPANTS NOR THE TRUSTEE WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS,NDIRECT PARTICIPANTS OR
BENEFICIAL OWNERS WITH RESPECT TO THE PAYMENTS ORHE PROVIDING OF NOTICE
TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEEIAL OWNERS OR THE
SELECTION OF NOTE PARTICIPATIONS FOR PREPAYMENT.

SOURCES OF PAYMENT FOR THE NOTE PARTICIPATIONS
The Notes

Each Series of Note Participations evidences amesents proportionate and undivided interests
in the Series A Notes or Series B Notes, as apj@ateprand in debt service payments attributableutth
Series of Note Participations to be made thereothbyrespective Participants. The Notes are general
obligations of the respective Participants and{hi extent not paid from the pledged moneys herein
described, shall be paid from any other moneyfefRarticipants lawfully available therefor. Howeve
except for the Pledged Revenues described hetenParticipants are not prohibited from pledging,
encumbering and utilizing other moneys for othetppses and there can be no assurance that such othe
moneys will be available for the payment of thenpipal of and interest on the Notes representethéy
Note Participations and the Notes evidenced therdbyParticipant has any obligation to pay the
principal of or interest on the Note of any other Rrticipant.

The Notes represented by the Series A Note Patioips are secured by the Pledged Revenues
of the County as described herein. See APPENDIX ACOUNTY OF SAN DIEGO FINANCIAL,
ECONOMIC AND DEMOGRAPHIC INFORMATION?” for more infomation on the County.



The Notes represented by the Series B Note Patioips are secured by the Pledged Revenues
as described herein of the Series B Note PartitspaBee APPENDIX B — “INFORMATION
REGARDING THE DISTRICTS” for more information ondlbistricts.

Pledged Revenues

As security for the Notes, the Participants havehgaedged certain Unrestricted Revenues (as
hereinafter defined, the “Pledged Revenues”) whichreceived, accrued or held by the Participadt an
are attributable to the 2013-14 Fiscal Year, arel ghincipal of the respective Notes and the interes
thereon shall constitute a first lien and charggebn and shall be payable from the first monegsived
by the Participant from such Pledged Revenues, tanthe extent not so paid, shall be paid from any
other taxes, income, revenue, cash receipts aner otfoneys of the Participant provided for or
attributable to the 2013-14 Fiscal Year and avéldberefor (all as provided for in Sections 53&&6l
53857 of the Government Code). The term “UnrestdcRevenues” shall mean all taxes, income,
revenue (including, but not limited to, revenueairthe state and federal governments), cash recaipds
other moneys, which are generally available forghgment of current expenses and other obligatibns
the Participant. The Owners shall have a first ied charge on such Unrestricted Revenues asdgbvi
in the respective Trust Agreement which are reckiaccrued or held by the Participant and are
attributable to the 2013-14 Fiscal Year. Notwithsliag the foregoing, the terms “Unrestricted
Revenues” and “Pledged Revenues” shall exclude ysowhich, when received by a Participant, will be
encumbered for a special purpose unless an egoivaeount of the proceeds of its Note is set asiik
used for said special purpoddotwithstanding the foregoing, Unrestricted Revenug pledged by the
Participants to the payment of the Notes represente by the Note Participations as Pledged
Revenues shall not include any amounts pledged byéd Participants to the payment of any
Treasurer Temporary Transfers.

To effect the pledge referred to in the precediagpgraph, each Participant has agreed pursuant
to its respective Note Resolution to the establesmmand maintenance by the Trustee of a Payment
Account as a special fund of such Participant (eacttayment Account”) within the Note Participatio
Payment Fund under the applicable Trust AgreemeBach Participant has agreed to cause to be
deposited directly in its Payment Account on the&enent Dates (as defined in such Participant' € Not
Pledged Revenues until the amount on deposit ih siacount is equal on the respective Repayment
Dates to the percentages of the principal of theeNioie at maturity and interest due on the Notéhen
Payment Dates. Any such deposit may take into iderstion anticipated investment earnings on
amounts invested in a Permitted Investment, anee@fin the applicable Trust Agreement, with a fixed
rate of return through the applicable Maturity Dabe the event that on each such Repayment Daté, s
Participant has not received an amount sufficierddposit into its Payment Account the full amooht
Pledged Revenues, then the amount of any deficiailtybe satisfied and made up from any other
moneys of such Participant lawfully available fioe tpayment of the principal of its Note and therest
thereon, as and when such other moneys are recenia@ otherwise legally available. The scheddle
Pledged Revenue deposits, including the percerthgggregate principal and interest to be set aside
the applicable Repayment Dates, is set forth in BRPIX E — “SCHEDULE OF PLEDGED
REVENUE DEPOSITS” attached hereto.

On each Payment Date, the moneys in the respedetiyment Accounts shall be transferred by
the Trustee, to the extent necessary, to pay teeest on, or principal of and interest on, theaspias
applicable. In the event that moneys in any PayrAenount are insufficient to pay the interest onthe
principal of and interest on, the related Note ult 6n the applicable Payment Date, moneys in such
Payment Account shall be applied first to pay ie$eon the related Note and second to pay prinoipal
the related Note. See APPENDIX G - “PARTICIPANT WE AMOUNTS AND COVERAGE
ANALYSIS" attached hereto.



Payment Accounts

In accordance with the provisions of the applicalbiaest Agreement, all principal and interest
payments on the Notes received by the Trustee Bdikeld in trust by the Trustee under the ternth®f
respective Trust Agreement and shall be depositedt,bas and when received, in the appropriate
Payment Account within the Note Participation Pagtrieund established thereunder, and all money in
such fund shall be held in trust by the Trusteetlier benefit of the Participant submitting such mon
until deposited for the payment of principal antkiast in connection with the applicable Serielofe
Participations, whereupon such money shall be helttust in such accounts by the Trustee for the
benefit and security of the Owners as set forttheapplicable Trust Agreement. Pursuant to eadle No
Resolution, each Participant is required to depasiounts with the Trustee on the dates identified a
such Participant’'s Repayment Dates until the amouardeposit in such Participant's Payment Account,
taking into consideration anticipated investmentniggs thereon to be received by the applicable
Maturity Date, is equal in the respective RepaynMahths identified in the Pricing Confirmation toet
percentages of the interest, or the principal aerést, as applicable, due on such Participanite Nn
each Payment Date. Pursuant to each Participdotis Resolution, the maximum number of Repayment
Dates for each Participant shall be six. If anytiBigant fails to make the required deposits, thastee
shall as soon as practical (but in any event withia Business Days) notify such Participant oftsuc
failure. If the Trustee receives Payment Accoumiodés from a Participant in excess of the amounts
required to pay the principal of and interest daesach Participant’'s Note on the Principal Payniate,
such excess amounts shall remain in the appropRatgicipant's Payment Account in the Note
Participation Payment Fund and shall be transfaoesich Participant following payment of the antoun
of Note Participations evidencing and represensiugh Participant’'s Notelhe Participants, to the
extent they have any interest in such fund, pledgdransfer, assign and grant a lien on and a
security interest in the Note Participation PaymentFund and their respective Payment Account
therein to the Trustee for the benefit of the Ownes. Moneys in any Participant's Payment Account
will neither be available nor used in any manner (gtectly or indirectly) to make up any deficiency
in the Payment Account of another Participant or fo payment of principal of and interest on any
other Participant’'s Note.

Expedited Procedure for Deposits into Payment Accous

Each Participant has covenanted to cause its fumdse extent available, to be transferred by the
County Treasurer-Tax Collector from its generaldfat the County Treasurer-Tax Collector’s office, o
from the Participant’s Proceeds Subaccount (adradter defined) held by the Trustee, for deposil a
credit to such Participant’s Payment Account urttlerapplicable Trust Agreement, in an amount equal
to the principal and interest due on the PartidigaNote on each Repayment Date. Unless otherwise
instructed by the Participant, the Trustee shedt ftause the respective Participant’s funds, eoetktent
available, to be transferred from the Participageneral fund at the County Treasurer-Tax Collestor
office to the Participant's Payment Account. Thestee shall cause the balance, if any, requirdzeto
transferred in each Repayment Month to be deposittml each Participant’'s respective Proceeds
Subaccount.

Additional Notes

Each Participant may at any time during the 201%itd4al Year issue or provide for the issuance
of an additional note secured by a pledge of Pleédgevenues on a parity with the pledge of Pledged
Revenues for the Notes (the “Parity Note”); proddiat (i) such Participant shall have received
confirmation from each rating agency rating itsstannding Note or Series of Note Participationsteela
to the Note, that the issuance of such Parity Kateelated series of note participation if soltbia pool)
will not cause a reduction or withdrawal of suctinguagency’s rating on the outstanding Note oiieSer



of Note Participations related to the Note, (i thaturity date of any such Parity Note shall berlthan
the Participant’s outstanding Note and (iii) suehntieipant shall have received the written consdrihe
credit provider, if any, to the issuance of theityaiote.

Each Participant may also issue, upon satisfaatibicertain conditions in the Participant’s
respective authorizing resolution, additional natesured by a pledge of Pledged Revenues subadinat
to the pledge of Pledged Revenues for the Notes.

SUMMARY OF THE NOTE RESOLUTIONS
Covenants of the Participants

In its respective Note Resolution, each Particifre® approved and authorized, on its behalf, the
execution of the respective Trust Agreement andegpective Note and has represented or covenanted,
among other things, the following:

(A) The Participant has (or will have prior to tlesuance of its Note) duly, regularly and
properly adopted a preliminary budget for Fiscalay@013-14 setting forth expected revenues and
expenditures and has complied with all statutory megulatory requirements with respect to the ddapt
of such budget. The Participant will (i) duly, réapy and properly prepare and adopt its final tetdgr
the Repayment Fiscal Year, (ii) provide to the drprbvider, if any, the financial advisor to thésbicts
(for Series B Participants) and the Underwritersof@ner of the Series of Note Participations in¢lent
of a private placement), promptly upon adoptiorpies of such final budget and of any subsequent
revisions, modifications or amendments thereto @njccomply with all applicable law pertaining fits
budget.

(B) The sum of the principal amount of the Particifis Note plus the interest payable
thereon, on the date of its issuance, will not egcifty percent (50%) of the estimated amountsuath
Participant’s uncollected taxes, income, revennelding, but not limited to, revenue from the Stahd
federal governments), cash receipts, and other ysoteebe received or accrued by such Participant fo
the general fund of such Participant and providedf attributable to Fiscal Year 2013-14, all diigh
will be legally available to pay principal of anaérest on the Note (exclusive of any moneys reqluio
be used to repay a treasurer’s loan, if any).

© The Participant has experiencedahvaloremproperty tax collection rate of not less
than eighty-five percent (85%) of the average agmpee amount ofd valoremproperty taxes levied
within the Participant’s boundaries in each of e five fiscal years for which information is aeble,
and such Participant, as of the date of adoptioitsdflote Resolution and on the date of issuandeés of
Note, reasonably expects the County to colleckeastl eighty-five percent (85%) of such amount for
Fiscal Year 2013-14.

(D) The Participant is not currently in default, amy debt obligation and, to the best
knowledge of such Participant, has never defautedny debt obligation.

(E) The Participant and its appropriate officiaéssé duly taken, or will take, all proceedings
necessary to be taken by them, if any, for the,leggeipt, collection and enforcement of the Pleldge
Revenues in accordance with law for carrying oatgtovisions of its Note Resolution and its Note.

(F Except for a Parity Note, if any, the Participahall not incur any indebtedness secured
by a pledge of its Unrestricted Revenues unless pledge is subordinate in all respects to thegaenf
Unrestricted Revenues under its Note Resolution.



(G) The Participant will maintain a positive geridtend balance in Fiscal Year 2013-14.

Each of the Series B Participants will further iferthat it has funded its Reserve for Economic
Uncertainties for Fiscal Year 2012-2013 in at lédhstminimum amount recommended, and will fund its
Reserve for Economic Uncertainties for Fiscal Y@&13-2014 in at least the minimum amount
recommended by the State Superintendent of Puistcuction.

Events of Default

Pursuant to each respective Participant’s Resaoluifaany of the following events occurs, it is
defined as and declared to be and to constitut&want of Default” under such Note Resolution:

(A) Failure by the Participant to make or causeb& made the deposits to its Payment
Account or any other payment required to be paideunts Note Resolution on or before the date on
which such deposit or other payment is due andlpaya

(B) Failure by the Participant to observe and penfany covenant, condition or agreement
on its part to be observed or performed under @ggNResolution, for a period of 15 days after wntt
notice, specifying such failure and requesting thdie remedied, is given to the Participant by the
Trustee, unless the Trustee shall agree in writren extension of such time prior to its expinatio

(©) Any warranty, representation or other statemapntor on behalf of the Participant
contained in its Note Resolution or the Purchaseti@ot (including its Pricing Confirmation), or any
instrument furnished in compliance with or in refiece to its Note Resolution or the Purchase Cadriirac
in connection with its Note, is false or misleadingany material respect;

(D) A petition is filed against the Participant @wndany bankruptcy, reorganization,
arrangement, insolvency, readjustment of debtotliien or liquidation law of any jurisdiction, wtteer
now or hereafter in effect and is not dismissediwiB0 days after such filing, but the Trustee Ishale
the right to intervene in the proceedings priotthie expiration of such 30 days to protect its amel t
Owners’ interests;

(E) The Participant files a petition in voluntararkruptcy or seeking relief under any
provision of any bankruptcy, reorganization, aremgnt, insolvency, readjustment of debt, dissatutio
or liquidation law of any jurisdiction, whether naw hereafter in effect, or consents to the filofgany
petition against it under such law; and

(F The Participant admits insolvency or bankrupbcyis generally not paying its debts as
such debts become due, or becomes insolvent ordgainkr makes an assignment for the benefit of
creditors, or a custodian (including without lintiten a receiver, liquidator or trustee) of the Rfant or
any of its property is appointed by court ordetakes possession thereof and such order remaefteit
or such possession continues for more than 30 Bayshe Trustee shall have the right to intervente
proceedings prior to the expiration of such 30 daysrotect its and the Owners’ interests.
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Remedies

Whenever any Event of Default under any Note Rewmwlushall have happened and be
continuing, the Trustee shall, in addition to arihen remedies provided under the applicable Note
Resolution or by law or under the respective TAteement, have the right, at its option withouy an
further demand or notice, to take one or any coathin of the following remedial steps:

(1) Without declaring the affected Note to be imm&gly due and payable, require the
related Participant to pay to the Trustee, for d@pato the Payment Account of the Participantha
Note Participation Payment Fund under the relatedtTAgreement, an amount equal to the principal of
its Note and interest thereon to maturity, pluso#ifler amounts due under the related Note Resnlutio
and upon notice to the Participant the same skealbtne immediately due and payable by the Partitipan
without further notice or demand; and

(2) Take whatever other action at law or in eqgycept for acceleration of payment on the
Note) which may appear necessary or desirableltectdhe amounts then due and thereafter to become
due under the related Note Resolution or to enf@eg other of its rights under the related Note
Resolution.

SUMMARY OF THE TRUST AGREEMENTS
General

Pursuant to the respective Trust Agreement, theté&euis appointed to act as trustee with respect
to each Series of the Note Participations, withdby to hold each Series of Notes in trust unakumity
for the benefit of the Owners of the respectiveeNBarticipations. The payments on the Notes sleall b
used for the punctual payment of the interest aimtipal evidenced and represented by the relaté N
Participations, and the Notes of a Series or paysndrereon shall not be used for any other purpose
while any of the related Note Participations rem@utstanding.

Deposit of the Notes, Note Proceeds and Note Payrtgen

Pursuant to the respective Trust Agreement, eadkrsSef Notes, as evidenced and represented
by the respective Series of Note Participationgllde irrevocably deposited with and pledged and
transferred to the Trustee, which is the registengder of each Note for the benefit of the Owndrthe
Note Participations and the payments on the Ndtalt be used for the punctual payment of the istere
and principal evidenced and represented by eadbsSarNote Participations, and the Notes shallbeot
used for any other purpose while any Series of NRadicipations remain Outstanding. This deposit,
transfer and pledge shall constitute a first anduskve lien on the principal and interest paymaftthe
Notes for the foregoing purpose in accordance thighterms of the respective Trust Agreement.

The Trustee shall execute and deliver the Noteidjaations evidencing and representing the
aggregate principal amount of the Notes. The alihgp of each Participant to Owners is a severdl an
not a joint obligation and is strictly limited the Participant’s repayment obligation under itsdRgson
and its Note. The net proceeds from the saleeofNiite Participations will be deposited with theStee
for the payment of certain costs of issuance amddéposit into the Proceeds Fund and credited to
subaccounts of that Fund (the “Proceeds Subacchpuote of which shall be established for eachhef t
Participants. All money in the Proceeds Fund shallheld by the Trustee in trust. Moneys in the
Proceeds Subaccount of each Participant shalldieidied to that Participant from time to time, @sns
as practical, pursuant to a requisition of the iBigant, for any purpose for which the Participant
authorized to expend moneys.
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All principal and interest payments on the Noteallshe paid directly by the Participants to the
Trustee. All principal and interest payments am fotes received by the Trustee shall be heldust try
the Trustee under the terms of the applicable TAgseement and shall be deposited by it, as anchwhe
received, in the appropriate Payment Account withim Note Participation Payment Fund, which fund
the Trustee shall maintain so long as any Notedfaations are Outstanding, and all money in sugtdf
shall be held in trust by the Trustee for the bieneff the Participant submitting such money until
deposited in the Interest Fund and Principal Fumddcordance with the applicable Trust Agreement,
whereupon such money shall be held in trust in $unds by the Trustee for the benefit and secufity
the Owners to the extent provided in the applicdlolest Agreement. Pursuant to each Participantt®N
Resolution, each Participant is required to depasibunts with the Trustee in the months identisd
such Participant's Repayment Months. Any such digpmay take into consideration anticipated
investment earnings on amounts deposited or imastment agreement through the applicable Maturity
Date. If any Participant fails to make the requideghosits, the Trustee shall as soon as prachaalirg
any event within five Business Days) notify suchtiegant, Standard & Poor’s Rating Service (“S&P”)
and Moody’s Investors Service (“Moody’s”) of suddilfire.

Upon written instruction from any Authorized DistriRepresentative, to the extent that the
Trustee holds moneys and/or securities in a Ppatitis Proceeds Subaccount, there shall be traedfer
to such Participant's Payment Account in the Noggti€ipation Payment Fund from the Proceeds
Subaccount of such Participant in any RepaymenttMdhe amount stated in such instruction, but not
more than an amount equal to the percentages girtheipal of and interest due on such Particigant’
Note at maturity for the corresponding Repaymentntiodesignated on the face of each such
Participant’s Note.

Investments

Any money held by the Trustee in the Note PartiiipaPayment Fund and the Proceeds Fund
may, to the fullest extent practicable, be investeder one or more investment agreement(s) mettng
requirements of the respective Trust Agreements‘{thvestment Agreements”); provided that, upon the
request of any Participant, moneys held by the t€musvith respect to such Participant's Proceeds
Subaccount or Payment Account of such Participadnall be invested, by the Trustee in any of therwth
Permitted Investments as described in and undertaimas of the respective Trust Agreement. The
amounts held in the several Payment Accounts amdtePBds Subaccounts will be accounted for
separately by the Trustee. See “INVESTMENT OF PARPANT FUNDS” herein.

The Trustee may act as principal or agent in thygiiaition or disposition of any such deposit or
investment and may at its sole discretion, forghgpose of any such deposit or investment, commingl
any of the moneys held by it under the applicabiesT Agreement. The Trustee shall not be liable or
responsible for any loss suffered in connectiom ity such deposit or investment made by it urtaer t
terms of and in accordance with the applicable fTAgseement. The Trustee may present for redemption
or sell any such deposit or investment whenevehall be necessary in order to provide money totmee
any payment of the money so deposited or invested the Trustee shall not be liable or respongile
any losses resulting from any such deposit or imvest presented for redemption or sold. Any inteoes
profits on such deposits and investments receiyetthd Trustee shall be credited to the fund or asto
from which such investment was made.

Moneys held by the Trustee in the Costs of Issu&ueel, Principal Fund and the Interest Fund

shall be invested in Permitted Investments as wideby the County, as representative of the Pparts,
in writing. “Permitted Investments” include eachtloé following to the extent then permitted by law:
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D United States of America Treasury bills, notesnds or certificates of indebtedness, or
obligations for which the full faith and credit tife United States of America are pledged for themeant
of interest and principal;

(2) Any obligations which are then legal investnsefdr moneys of the Participants under
the laws of the State of Californiprovided that if such investments are not fully insuredtiy Federal
Deposit Insurance Corporation, such investmentt Isbaor shall be issued by entities the debt stes
of which are, rated in the highest short-term oe aff the two highest long-term rating categories by
Moody’'s and S&P, including any fund for which theu$tee, or any of its affiliates provides
management, advisory, or sponsorship service;

3) Units of a money-market fund portfolio composddbligations either issued by United
States government sponsored enterprises or guadabyethe full faith and credit of the United Statd
America rated in one of the two highest rating gates by Moody’s and S&P; including any fund for
which the Trustee or any of its affiliates provideanagement, advisory or sponsorship services;

4) An investment agreement, including a repurctegeement, with a financial entity, or
with a financial entity whose obligations are guaead or insured by a financial entity, whose senio
debt or investment contracts or obligations underinvestment contracts are rated in one of the two
highest long-term rating categories by Moody's &&P or whose commercial paper rating is in the
highest rating category of each such rating ageraiés collateralized by investments listed insadtion
(1) hereof as required by S&P and Moody’s to bedan one of the two highest rating categories;

(5) The San Diego County Investment Pool,

(6) Any securities required or permitted to be usedollateralize an investment agreement,
to the extent such securities are used to colli#eran investment agreement; or

(7 Any other investment rated in one of the twghkest rating categories by Moody’s and
S&P approved by the Credit Provider (as definethanTrust Agreement) and the County.

Events of Default

If any default in the payment of principal of otarest on a Note or any other “Event of Default”
defined in a Note Resolution shall occur and betinamg, or if any default shall be made by a
Participant in the performance or observance ofa@hgr of the covenants, agreements or conditions o
its part contained in the applicable Trust Agreensemd such default shall have continued for a pleoio
thirty (30) days after written notice thereof sheadlve been given to such Participant by the Trustdle
Owners of not less than a majority in aggregatedgipal amount evidenced and represented by the Note
Participations at the time Outstanding, then sweflaudt shall constitute an “Event of Default” undbe
applicable Trust Agreement, and in each and evech s€ase during the continuance of such Event of
Default the Trustee or the Owners of not less thamgjority in aggregate principal amount evidenaed
represented by the Note Participations at the @utstanding shall be entitled, upon notice in wgtto
such Participant, to exercise the remedies providdgtle owner of the Note then in default or unither
Note Resolution pursuant to which it was issuedyioled, that nothing contained in the applicablestr
Agreement shall affect or impair the right of antiof any Owner to institute suit directly againise t
respective Participant to enforce payment of thiggation evidenced and represented by such Owner’s
Note Participation.

The Owners of Note Participations, for purposestid Trust Agreements and the Note
Resolutions, to the extent of their interests, |dmltreated as owners of the Notes and shall bdegnto
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all rights and security of the owners of Notes parg to each Note and Note Resolution and each
respective Trust Agreement, and shall be treateclfqurposes as owners of the Notes. The Trustee
shall have the right: (a) by mandamus or otheioaabr proceeding or suit at law or in equity tocné

its rights under the applicable Trust Agreemenireggany Participant or any trustee, member, offae
employee thereof, and to compel such Participanany such trustee, member, officer or employee
thereof to observe or perform its or his dutiesaindpplicable law and the agreements, conditions,
covenants and terms contained in the applicablstTAgreement, or in the applicable Note and Note
Resolution, required to be observed or performed by him; (b) by suit in equity to enjoin any aair
things which are unlawful or violate the rightstbé Trustee; or (c) by suit in equity upon the leappg

of any default under the applicable Trust Agreementquire any Participant and any trustee, member
officer and employee thereof to account as thddeusf any express trust.

Application of Funds Upon Event of Default

All moneys received by the Trustee pursuant to dgit given or action taken upon the
occurrence of an Event of Default pursuant to thi@ieable Trust Agreement shall be deposited ihto t
segregated Payment Account of the Note Participaftayment Fund relating to the defaulting
Participant’'s Note and be applied by the Trustdergbayment of its costs in accordance with the
applicable Trust Agreement in the following ordemvided(i) that all amounts in the Credit Fund shall
be applied (without regard to payment of the Trelstecosts in accordance with the applicable Trust
Agreement) solely to payment of the principal ofl anterest evidenced and represented by the Note
Participations, angbrovided that the Trustee shall obtain and follow theruingions contained in an
Opinion of Counsel and rebate or set aside forteefsam the specified funds held under the applecab
Trust Agreement, subject to the prior payment ii & all amounts applicable to the respective
Participant specified in clause (ii) above, any antgursuant to such instructions required to bd fma
the United States of America under the InternaldRere Code of 1986, as amended, and the regulations
issued or applicable thereunder:

First, Costs and Expensem the payment of the costs and expenses of thstde and
then of the Owners in declaring such Event of Diefancluding reasonable compensation to its
or their agents, attorneys and counsel;

Second, Interesto the payment to the persons entitled theretdlgfayments of interest
evidenced and represented by the Note Particigatiten due in the order of the due date of such
payments, and, if the amount available shall notsb#icient to pay in full any payment or
payments coming due on the same date, then toapegnt thereof ratably, according to the
amounts due thereon, to the persons entitled themethout any discrimination or preference;
and

Third, Principal: to the payment to the persons entitled theretthefunpaid principal
evidenced and represented by any Note Participatdnch shall have become due, in the order
of their due dates, with interest on the overduacgpal and interest represented by the Note
Participations at a rate equal to the Default Ratd, if the amount available shall not be
sufficient to pay in full all the amounts due witlspect to the Note Participations on any date,
together with such interest, then to the paymeateitf ratably, according to the amounts of
principal due on such date to the persons entitleteto, without any discrimination or
preference.

INVESTMENT OF PARTICIPANT FUNDS

Pursuant to the Education Code, the Districts’ apeg funds are generally deposited into the
County Treasury to the credit of the proper fundhaf respective Participant. In the case of theeNo
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Participations, the net proceeds attributable ti Rarticipant will be initially credited to subacmts of
the Proceeds Fund, one of which shall be establifheeach Participant. See also “SUMMARY OF
THE TRUST AGREEMENTS - Investments” herein and Apgig A — “COUNTY OF SAN DIEGO
FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION — @n Diego County Investment
Pool” attached hereto.

THE PARTICIPANTS

The County and the Districts participating in tleahcing herein described and the principal
amount of the Note Participations of each Serifleating the principal amount of the Notes issued o
behalf of the Participants are set forth below.

Series A Note Participant Principal Amount
County of San Diego $ 60,000,000
Series B-1 Note Participants Principal Amounts
Cardiff School District $ 345,000
Encinitas Union School District 4,155,000
La Mesa-Spring Valley School District 6,490,000
National School District 2,060,000
Series B-2 Note Participants Principal Amounts
Carlsbad Unified School District $ 9,240,000
Fallbrook Union High School District 1,095,000
Grossmont Union High School District 15,000,000
Ramona Unified School District 3,575,000
San Dieguito Union High School District 13,250,000
Total: $ 115,210,000

LIMITATIONS ON REMEDIES

The source of repayment of the Note Participatiendebt service payments on the respective
Notes. A Participant is liable on its Note (everthe event that such Note becomes a Defaulted Note)
only to the extent of its available revenues predidor or attributable to Fiscal Year 2013-14. Utls
available revenues are not sufficient to pay itdeNor Defaulted Note, as the case may be, such
Participant is not obligated to pay such Note ofaDiked Note from any other sources (including
subsequent fiscal years’ revenudd)e obligation of a Participant to make payments oror in respect
of its Note is a several and not a joint obligationand is strictly limited to such Participant's
repayment obligation under its Note Resolution andts Note, and to its Pledged Revenues.

The rights of the Owners of the Note Participatians subject to certain limitations in the State,
including a limitation on enforcement of judgmentminst funds needed to serve the public welfade an
interest. Additionally, enforceability of the righaind remedies of the Owners of the Note Participsit
and the obligations incurred by the Participanespectively, may become subject to the federal
bankruptcy code and applicable bankruptcy, insalyemeorganization, moratorium, or similar laws
relating to or affecting the enforcement of cred#taights generally, now or hereafter in effeauity
principles which may limit the specific enforcememider State law of certain remedies, the exetnyse
the United States of America of the powers deleb#deit by the Constitution, and the reasonable and
necessary exercise, in certain exceptional sitngtiof the police powers inherent in the sovergigrit
the State and its governmental bodies in the istafeserving a significant and legitimate publigfose.

15



Bankruptcy proceedings, or the exercise of powgrthb federal or State government, if initiated,ldo
subject the Owners of the Note Participations thgal discretion and interpretation of their right
bankruptcy or otherwise, and consequently may lensks of delay, limitation, or modification of ¢ir
rights.

On January 24, 1996, the United States BankruptoyrtCfor the Central District of California
held in the case ofounty of Orange v. Merrill Lyncthat a State statute providing for a priority of
distribution of property held in trust conflictedtiy and was preempted by, federal bankruptcy law.
that case, the court addressed the priority ofdthposition of moneys held in a county investmeotlp
upon bankruptcy of the county, but was not requicedirectly address the State statute that previde
the lien in favor of holders of tax and revenudapation notes. The Participants are in possessidhe
taxes and other revenues that will be set asidepteated to repay the Notes evidenced by the Note
Participations and, following payment of these fid the Trustee, these funds will be investechen t
name of the Trustee for a period of time in the Baago County Investment Pool or in an Investment
Agreement. In the event of a petition for the atfuent of debts of any of the Participants underpBdra
9 of the federal bankruptcy code, a court mightihbht the Owners of the Notes evidenced by the Not
Participations do not have a valid and/or prionl@n the Pledged Revenues where such amounts are
deposited in the San Diego County Investment Poal an Investment Agreement and may not provide
the Owners of the Notes evidenced by the Note ddaations with a priority interest in such amouris.
that circumstance, unless the Owners could “trdice”funds from the Repayment Fund that have been
deposited in the San Diego County Investment Powl an Investment Agreement, the Owners would be
unsecured (rather than secured) creditors of thiécpants. There can be no assurance that the @wne
could successfully so “trace” the Pledged Revenues.

TAX MATTERS

In the opinion of Orrick, Herrington & SutcliffeLP (“Bond Counsel”), Bond Counsel to the
Participants, based upon an analysis of existings,laegulations, rulings and court decisions, and
assuming, among other matters, the accuracy oéinerepresentations and compliance with certain
covenants, interest on the Notes represented biyldbe Participations is excluded from gross incdamne
federal income tax purposes under Section 103eofriternal Revenue Code of 1986 (the “Code”) and is
exempt from State of California personal incomeetaxThe amount treated as interest on the Notes
represented by the Note Participations and excliided gross income may depend on the taxpayer’'s
election under Internal Revenue Service Notice 8448 the further opinion of Bond Counsel, interest
the Notes represented by the Note Participation®isa specific preference item for purposes of the
federal individual or corporate alternative minimuaxes, although Bond Counsel observes that such
interest is included in adjusted current earningenvcalculating corporate alternative minimum tasab
income. A complete copy of the proposed form ohapi of Bond Counsel is set forth in APPENDIX F
hereto.

Notice 94-84, 1994-2 C.B. 559, states that therfaleRevenue Service (the “IRS”) is studying
whether the amount of the payment at maturity dot ébligations i(e., debt obligations with a stated
fixed rate of interest which mature not more thae gear from the date of issue) that is excludethfr
gross income for federal tax purposes is (i) tlaest interest payable at maturity. or (ii) the eliéince
between the issue price of the short-term debgatitins and the aggregate amount to be paid atrityatu
of the short-term debt obligations (the “originakuiie discount”). The Note Participations may be
executed as short-term debt obligations. For thugpose, the issue price of the short-term debt
obligations is the first price at which a substanimount of the short-term debt obligations isldolthe
public (excluding bond houses, brokers, or simgarsons or organizations acting in the capacity of
underwriters, placement agents or wholesalers)til the IRS provides further guidance with respeect
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tax-exempt short-term debt obligations, taxpayeay tneat either the stated interest payable at nityatu
or the original issue discount as interest thaexsluded from gross income for federal income tax
purposes.

However, taxpayers must treat the amount to be ahitaturity on all tax-exempt short-term
debt obligations in a consistent manner. Taxpagkosild consult their own tax advisors with respect
the tax consequences of ownership of the Notedfzations if the Note Participations are executed a
short-term debt obligations and if the taxpayectsleriginal issue discount treatment.

Note Participations purchased, whether at origisslance or otherwise, for an amount higher
than their principal amount on the Notes represtie such Note Participations payable at maturity
(“Premium Notes”) will be treated as having amatile bond premium. No deduction is allowable for
the amortizable bond premium in the case of ohitigat like the Premium Notes, the interest on wiiéch
excluded from gross income for federal income taxppses. However, the amount of tax-exempt
interest received, and a Beneficial Owner’s basia Premium Note, will be reduced by the amount of
amortizable bond premium properly allocable to sBeheficial Owner. Beneficial Owners of Premium
Notes should consult their own tax advisors withpeet to the proper treatment of amortizable bond
premium in their particular circumstances.

The Code imposes various restrictions, conditigrsraquirements relating to the exclusion from
gross income for federal income tax purposes er@st on obligations such as the Notes represémyted
the Note Participations. The Participants have enagttain representations and covenanted to comply
with certain restrictions, conditions and requiraisedesigned to ensure that interest on the Notes
represented by the Note Participants will not bauitked in federal gross income. Inaccuracy ofdhes
representations or failure to comply with theseer@mnts may result in interest on the Notes repteden
by the Note Participations being included in grioe®me for federal income tax purposes, possitdynfr
the date of original issuance of the Note Partitos. The opinion of Bond Counsel assumes the
accuracy of these representations and compliandk thiese covenants. Bond Counsel has not
undertaken to determine (or to inform any persohgtiver any actions taken (or not taken), or events
occurring (or not occurring), or any other mattessning to Bond Counsel’'s attention after the ddte o
issuance of the Note Participations may adverdsiégtathe value of, or the tax status of interast the
Notes represented by the Note Participations. #licgly, the opinion of Bond Counsel is not intedde
to, and may not, be relied upon in connection waitly such actions, events or matters.

One of the covenants of the Participants refermeabbve requires each Participant that does not
qualify as a “small governmental issuer” under dede to reasonably and prudently calculate the
amount, if any, of excess investment earnings emnptioceeds of the Note Participations which must be
rebated to the United States, to set aside fronfulpwavailable sources sufficient moneys to paghsu
amounts and to otherwise do all things necessatyéthin its power and authority to assure thagliest
on the Notes represented by the Note Participat®azcluded from gross income for federal income t
purposes. Under the Code, if each Participant §p&00% of its pro rata share of the proceeds of the
Note Participations within six months after initélivery, there is no requirement that there lvebate
of investment profits in order for interest on tNetes represented by the Note Participations to be
excluded from gross income for federal income tasppses. The Code also provides that such proceeds
are not deemed spent until all other available mer(gess a reasonable working capital reserve) are
spent. The Participants expect to satisfy this edjtere test or, if they fail to do so, to make aaguired
rebate payment from moneys received or accruechgluhe 2013-2014 Fiscal Year. To the extent that
any rebate cannot be paid from such moneys, thefa@alifornia is unclear as to whether such comena
would require the Participants to pay any suchtebehis would be an issue only if it were determin
that the Participants’ calculations of expenditunédNotes proceeds or of rebatable arbitrage offit
any, were incorrect.
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Although Bond Counsel is of the opinion that intgren the Notes represented by the Note
Participations is excluded from gross income falefal income tax purposes and is exempt from $fate
California personal income taxes, the ownershidigposition of, or the accrual or receipt of inttren,
the Note Participations may otherwise affect a Heiad Owner’s federal, state or local tax liabjlitThe
nature and extent of these other tax consequemEnds upon the particular tax status of the Beiaéfi
Owner or the Beneficial Owner’s other items of imzoor deduction. Bond Counsel expresses no opinion
regarding any such other tax consequences.

Current and future legislative proposals, if enddtdo law, clarification of the Code or court
decisions may cause interest on the Notes to beduldirectly or indirectly, in whole or in partp
federal income taxation or to be subject to or gxech from state income taxation, or otherwise pneve
holders from realizing the full current benefit thie tax status of such interest. As one examplke, t
Obama Administration’s proposed 2014 budget inddudelegislative proposal which, for tax years
beginning after December 31, 2013, would limit teclusion from gross income of interest on
obligations like the Notes to some extent for tagpa who are individuals and whose income is stibjec
to higher marginal income tax rates. The intromuncbr enactment of any such legislative proposals
clarification of the Code or court decisions magoahffect, perhaps significantly, the market pfae or
marketability of, the Notes. Prospective purchas#rthe Notes should consult their own tax adgisor
regarding the potential impact of any pending @ppsed federal or state tax legislation, regulation
litigation, as to which Bond Counsel is expecteéxpress no opinion.

The opinion of Bond Counsel is based on currenallegithority, covers certain matters not
directly addressed by such authorities, and reptegond Counsel’s judgment as to the proper treatm
of the Note Participations for federal income taxpmses. It is not binding on the IRS or the caurt
Furthermore, Bond Counsel cannot give and has ieingany opinion or assurance about the future
activities of the Participants, or about the effefctuture changes in the Code, the applicablelegiguns,
the interpretation thereof or the enforcement thiefy the IRS. The Participants have covenanted,
however, to comply with the requirements of the €od

Bond Counsel's engagement with respect to the Ratécipations ends with the issuance of the
Note Participations, and, unless separately engaBedd Counsel is not obligated to defend the
Participants or the Beneficial Owners regarding theeexempt status of the Note Participations & th
event of an audit examination by the IRS. Undarent procedures, parties other than the Partitspan
and their appointed counsels, including the Bera@fiOwners, would have little, if any, right to
participate in the audit examination process. Muwoeg, because achieving judicial review in conrecti
with an audit examination of tax-exempt bonds i#ialilt, obtaining an independent review of IRS
positions with which the Participants legitimatelisagree, may not be practicable. Any action ef th
IRS, including but not limited to selection of tN®te Participations for audit, or the course oultesf
such audit, or an audit of bonds presenting sintdar issues may affect the market price for, or the
marketability of, the Note Participations, and ncayse the Participants or the Beneficial Ownersdor
significant expense.

The form of proposed opinion of Bond Counsel is feeth in APPENDIX F of this Official
Statement. Bond Counsel expresses no opinion thereithe accuracy, completeness or sufficiency of
this Official Statement or other offering materialated to the Note Participations.
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LITIGATION

There is no litigation now pending or to the knodge of the respective Participants threatened
(1) to restrain or enjoin the issuance or salehef WNotes or the execution and delivery of the Note
Participations; (2) questioning or affecting thdidity of the Notes or the Note Participations be tNote
Resolutions; or (3) questioning or affecting théidiy of any of the proceedings for the authoriaat
sale, execution or delivery of the Notes or theeN@articipations.

RATINGS

Moody’s, Standard & Poor’'s and Fitch Ratings haséed the Series A Note Participations
“MIG 1" “SP-1+" and “F1+”, respectively. Standa&d Poor’s has rated each of the Series B-1 Note
Participations and the Series B-2 Note ParticipatitsP-1+.” The ratings reflect only the viewstioé
rating agencies and any explanation of the sigifie of such ratings and any ratings on any of the
Participants’ outstanding obligations may be ol@dionly from such rating agencies as follows: Fitch
Ratings, One State Street Plaza, New York, New Y@®04, Moody's Investors Service, Inc., 7 World
Trade Center at 250 Greenwich Street, New York, Newk 10007, and Standard & Poor's Ratings
Services, 55 Water Street, New York, New York 1004there is no assurance that the ratings will
remain in effect for any given period of time oattihey will not be revised downward or withdrawn
entirely by such rating agencies, or any of theinin their respective judgment, circumstances so
warrant. Any downward revision or withdrawal of aing may have an adverse effect on the trading
value and the market price of the respective No#gtidpations. A securities rating is not a
recommendation to buy, sell or hold securities @iag be subject to revision or withdrawal at anyetim

LEGAL MATTERS

Legal matters incident to the delivery of the Nétarticipations are subject to the approving
opinion of Orrick, Herrington & Sutcliffe LLP, Lo&ngeles, California, Bond Counsel. A complete copy
of the proposed form of opinion of Bond Counsetintained in APPENDIX F. As Bond Counsel,
Orrick, Herrington & Sutcliffe LLP undertakes nospmnsibility for the accuracy, completeness or
fairness of this Official Statement. Certain legatters will be passed upon by Hawkins Delafield &
Wood LLP, Los Angeles, California, Underwriters’ @sel.

UNDERWRITING

The Underwriters identified on the cover page herf@ee “Underwriters”) have jointly and
severally agreed, subject to certain conditions,ptochase the Note Participations. The aggregate
purchase price for the Series A Notes shall be 0B&1779.06 (consisting of the $60,000,000.00
aggregate principal amount of the Series A Notkss p premium of $1,092,600.00 less $48,820.94 of
Underwriters’ discount). The aggregate purchagsegor the Series B-1 Notes shall be $13,172,635.3
(consisting of the $13,050,000.00 aggregate prai@mount of the Series B-1 Notes, plus a premitim o
$138,330.00, less $15,714.65 of Underwriters’ distp The aggregate purchase price for the SBr2s
Notes shall be $42,732,791.76 (consisting of th& H8D,000.00 aggregate principal amount of theeSeri
B-2 Notes, plus a premium of $621,860.00, less @824 of Underwriters’ discount). The Purchase
Contract provides that the Underwriters will purehall the Note Participations if any are purchaséeé
Note Participations may be offered and sold byUlnelerwriters to certain dealers and others at price
lower than such public offering price, and suchlubffering price may be changed, from time todim
by the Underwriters.
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The following two sentences have been provided itigréup Global Markets Inc. (“Citigroup”),
one of the Underwriters for the Note Participatioggigroup Inc., parent company of Citigroup Glbba
Markets Inc., an Underwriter of the Note Participas, has entered into a retail brokerage jointwen
with Morgan Stanley. As part of the joint ventu@itigroup Global Markets Inc. will distribute
municipal securities to retail investors througle financial advisor network of a new broker-dealer,
Morgan Stanley Smith Barney LLC. This distribut@mmangement became effective on June 1, 2009. As
part of this arrangement, Citigroup Global Markigts. will compensate Morgan Stanley Smith Barney
LLC for its selling efforts with respect to the NdParticipations.

The following two sentences have been provided &yLB Rosa & Co., one of the Underwriters
for the Note Participations: De La Rosa & Co., ahehe Underwriters of the Note Participations, has
entered into separate agreements with Credit S@esarities USA LLC and City National Securities,
Inc. for retail distribution of certain municipadeurities offerings, at the original issue pridegrsuant to
said agreement, if applicable to the Note Partimpa, De La Rosa & Co. will share a portion of its
underwriting compensation with respect to the NB&gticipations, with Credit Suisse Securities USA
LLC or City National Securities, Inc.

The following two paragraphs have been providedWslls Fargo Bank, N.A., one of the
Underwriters for the Note Participations:

Wells Fargo Bank, National Association (“WFBNA")nhe of the underwriters of the Note
Participations, has entered into an agreement “@h&ribution Agreement”) with its affiliate, Wells
Fargo Advisors, LLC (*"WFA"), for the distributionfa@ertain municipal securities offerings, includitinge
Note Participations.  Pursuant to the Distributibgreement, WFBNA will share a portion of its
underwriting or remarketing agent compensationagdicable, with respect to the Note Participations
with WFA. WFBNA also utilizes the distribution calpilities of its affiliates, Wells Fargo Securities
LLC (“WFSLLC") and Wells Fargo Institutional Secties, LLC (“WFIS”), for the distribution of
municipal securities offerings, including the Nd®articipations. In connection with utilizing the
distribution capabilities of WFSLLC, WFBNA pays arpon of WFSLLC’s expenses based on its
municipal securities transactions. WFBNA, WFSLL@FIS, and WFA are each wholly-owned
subsidiaries of Wells Fargo & Company.

Wells Fargo Securities is the trade name for aersgcurities-related capital markets and
investment banking services of Wells Fargo & Conypand its subsidiaries, including Wells Fargo
Bank, National Association.

The following two paragraphs have been providethieyUnderwriters:

Certain of the Underwriters and their respectiviiaies are full service financial institutions
engaged in various activities, which may includeusities trading, commercial and investment banking
financial advisory, investment management, priricipaestment, hedging, financing and brokerage
activities. Further, certain of the Underwritersdaheir respective affiliates have, from time imd,
performed, and may in the future perform, varicusestment banking services for the County for which
they received or will receive customary fees angeases.

In the ordinary course of their various businedtvigies, certain of the Underwriters and their
respective affiliates may make or hold a broadyaofinvestments and actively trade debt and equity
securities (or related derivative securities) aimdirfcial instruments (which may include bank loans
and/or credit default swaps) for their own accaamd for the accounts of their customers and mayat
time hold long and short positions in such seasitand instruments. In the ordinary course ofr thei
various business activities, certain of the Undeens and their respective affiliates may make adfa
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broad array of investments and actively trade debtrities for their own account and for the acteof
their customers and may at any time hold long dmtspositions in such securities and instruments.
Such investment and securities activities may vealecurities and instruments of the County.

FINANCIAL ADVISOR

Government Financial Strategies inc., Sacramendtifatnia, serves as the Financial Advisor to
the Districts in connection with the execution atelivery of the Series B Note Participations. The
Financial Advisor to the Districts has not undeetako make an independent verification or to assume
responsibility for the accuracy, completeness,aiméss of the information contained in this OHici
Statement.

CONTINUING DISCLOSURE

Pursuant to the respective Trust Agreements armbrmpliance with Rule 15¢2-12(b)(5) of the
Securities and Exchange Commission (the “Rule’®, Barticipants have agreed to give, or cause to be
given, through the Municipal Securities RulemakiBward’s Electronic Municipal Market Access system
(“EMMA"), notice of the occurrence of any of thellfaving Listed Events with respect to the Notes not
later than ten (10) business days after the ocooeref the event: (1) principal and interest payme
delinquencies; (2) unscheduled draws on debt serwserves reflecting financial difficulties; (3)
unscheduled draws on credit enhancements refletiagcial difficulties; (4) substitution of creddr
liquidity providers, or their failure to performb)issuance by the Internal Revenue Service ofqueg
or final determination of taxability or of a Notia# Proposed Issue (IRS Form 5701-TEB); (6) tender
offers; (7) defeasances; (8) rating changes; bg8kruptcy, insolvency, receivership or similaeet of
an obligated person, as defined in the Rule. titiah, the Participants have agreed to providesaarse
to be provided, to EMMA notice of the occurrenceaaf of the following Listed Events with respect to
the Notes, if material, no later than ten (10) bess days after the occurrence of the event: (§s8n
described in (5) above, adverse tax opinions oerothaterial notices or determinations by the Irgkrn
Revenue Service with respect to the tax statussdfiote and the Note Participations, or other nieter
events affecting the tax status of its Note and\tbee Participations; (i) modifications to righté Note
Participation holders; (iii) optional, unscheduled contingent Note Participation calls; (iv) releas
substitution, or sale of property securing repayntwnthe Note Participation; (v) non-payment rethate
defaults; (vi) the consummation of a merger, cadatibn, or acquisition involving an obligated pams
or the sale of all or substantially all of the ass# the obligated person, other than in the @dircourse
of business, the entry into a definitive agreementindertake such an action or the termination of a
definitive agreement relating to any such actiatiser than pursuant to its terms; or (vii) appoietinof
a successor or additional trustee or the changarok of a trustee.

The undertakings described above and set fortthénréespective Trust Agreements may be
amended and any provision of such undertakings Imeayaived providedthe following conditions are
satisfied: (a) if the amendment or waiver relategvents described in the preceding paragraphayt m
only be made in connection with a change in cirdamses that arises from a change in legal
requirements, change in law, or change in the ijemtature, or status of any of the Participaitsype
of business conducted thereby; (b) the undertakiag proposed to be amended or waived, woulthein t
opinion of nationally recognized bond counsel ouresel expert in federal securities laws addressed t
the Participants and the Trustee, have complietl thieé requirements of the Rule at the time of the
primary offering of the Note Participations, aftaking into account any amendments or interpretatio
of the Rule, as well as any change in circumstarcgghe proposed amendment or waiver eithers(i) i
approved by the Owners in the manner provided e applicable Trust Agreement for amendments
thereto with the consent of Owners, or (i) does i the opinion of the nationally recognized bond
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counsel or counsel expert in federal securities laws addressed to the Participants and the Trustee,
materially impair the interests of Owners or beneficial owners of the Note Participations; and (d) the
applicable Participant shall have delivered copies of such opinions and amendment to EMMA.

The Participants’ obligations under the applicable Trust Agreement shall terminate upon the
defeasance, prior redemption or payment in full of all of the Notes and the Note Participations. The
undertakings in the applicable Trust Agreement relating to continuing disclosure shall inure solely to the
benefit of the Participants, the Trustee, the Dissemination Agent, the Underwriters and the Owners and
beneficial owners, from time to time of the Note Participations, and shall create no rights in any other
person or entity.

These covenants have been made in order to assist the Underwriters in complying with the Rule.
The County has complied in all material respects in the last five years with each of its previous
undertakings with regard to the Rule to provide annual reports or notices of material events. The Series B
Participants have complied in all material respects in the last five years with each of its previous
undertakings with regard to the Rule to provide annual reports or notices of material events, except as
otherwise indicated in Appendix B attached hereto.

Copies of the County’s Annual Reports and notices of material event filings are available at
Digital Assurance Certification, L.L.C. website, www.dacbond.com and filed at the Municipal Securities
Rulemaking Board. The information presented there is not incorporated by reference in this Official
Statement and should not be relied upon in making an investment decision with respect to the Note
Participations.

MISCELLANEOUS

This Official Statement is not to be construed as a contract or agreement between the Participants
and the purchasers or Owners of any of the Note Participations. This Official Statement speaks only as of
its date, and the information contained herein is subject to change. Neither the County nor the other
Participants have entered into any contractual arrangement to provide information on a continuing basis to
investors or any other party. Any statements made in this Official Statement involving matters of opinion,
whether or not expressly so stated, are intended merely as opinions and not as representations of fact. The
information and expressions of opinion herein are subject to change without notice and neither the
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in affairs in the Participants since the date hereof. The delivery
of this Official Statement has been duly authorized by the Participants.

COUNTY OF SAN DIEGO, on behalf of itself and
each District listed in the inside cover page hereof.

s 0.0

Auditor and Controller
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THE COUNTY

General

The County of San Diego (the “County”) is the s@utimost major metropolitan area in the State
of California (the “State”). The County covers @l12square miles, extending 75 miles along the Racif
Coast from the Mexican border to Orange County,ialahd 75 miles to Imperial County. Riverside and
Orange Counties form the northern boundary. ThenGois approximately the geographic size of the
State of Connecticut. The County’s Fiscal Year 2022Adopted Operational Plan (the “Fiscal Year
2012-13 Adopted Budget”) is approximately $4.8%idnil, of which $3.72 billion relates to the Courgty’
General Fund budget. The County's Fiscal Year 2ZDM3Recommended Operational Plan (defined
herein) is approximately $4.97 billion, of which .83 billion relates to the County’s General Fund
budget.

The County was incorporated on February 18, 1866, fanctions under a charter adopted in
1933, as subsequently amended from time to timtege Qounty is governed by a five-member Board of
Supervisors (the “Board of Supervisors”) electedowr-year terms in district nonpartisan electiohise
Board of Supervisors appoints the Chief AdministeaOfficer (the “CAO”) and the County Counsel.
The CAO appoints the Chief Financial Officer and #uditor and Controller. Other elected officials
include the Assessor/Recorder/County Clerk, theridisAttorney, the Sheriff and the Treasurer-Tax
Collector.

Many of the County’s functions are required undeu@y ordinances or by State or federal
mandate. State and federally mandated programsaply in the social and health services areas, are
directed to be maintained at certain minimum levakich may, under some conditions, limit the
County’s ability to control its budget. Howevender designated State and federal programs, digibl
costs are subject to reimbursement according taifgpguidelines.

The County is the delivery system for federal, &tatd local programs. The County provides a
wide range of services to its residents includifigregional services such as district attorneybliou
defender, probation, medical examiner, jails, &&st public health, welfare, mental health, agamgl
child welfare; (ii) basic local services such asnpling, parks, libraries and Sheriff's patrol tce th
unincorporated area, and law enforcement and idwaby contract to incorporated cities; and
(iii) infrastructure such as roads, waste dispa@sal flood control to the unincorporated area of the
County.
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County of San Diego Employees

General. Table 1 below sets forth the number of County lege®es for Fiscal Years 2003-04
through 2012-13:

TABLE 1
TOTAL COUNTY EMPLOYEES ™
Year Total Employees
2003-04 16,949
2004-05 16,418
2005-06 16,195
2006-07 16,471
2007-08 16,484
2008-09 16,176
2009-10 15,522
2010-11 15,067
2011-12 15,174
2012-1% 15,554
Source: County of San Diego Department of HumasoReees.
@ Excludes temporary employees of the County. Rataf June 30 of the indicated year.
@ As of May 1, 2013.

County employees are represented by nine uniomsgepting 25 bargaining units. The unions
represent approximately 88% of the County’s emmsyand include the Deputy Sheriffs’ Association of
San Diego County (the “Deputy Sheriffs’ Associatipribeputy District Attorneys Association; Service
Employees International Union (“SEIU"), Local 228an Diego Probation Officers’ Association; District
Attorney Investigators Association; San Diego Cgubeputy County Counsels Association; Public
Defender Association of San Diego County; San Didgmunty Supervising Probation Officers’
Association, and Association of San Diego Countypyees. The County has labor agreements with
the Deputy Sheriffs’ Association effective throudime 26, 2014 and all other unions, effective tghou
June 27, 2013. The terms of any expiring agreeméhtontinue to be applied until a new agreenisnt
finalized.

Agreements with all unions, except five bargairnimgs of SEIU, Local 221 and The Association
of San Diego County Employees, include reductiomghe County’s portion of the employee paid
retirement offset, flexible benefit increases, anghe-time salary payment equivalent to 2% of Ipase
The County labor agreements for the remaining lii@egaining units of SEIU Local include reductioos t
the County’s portion of the employee paid retiretmefiset, flexible benefit increases, a one-time
monetary payment of $750 per employee in Fiscalr¥2811-12 and a one-time monetary payment
equivalent to 1% of base pay in Fiscal Year 2012-IBe agreement with The Association of San Diego
County Employees includes reductions to the Cosnportion of the employee paid offset, flexible
benefit increases and a one-time monetary paynugrivadent to 1.5% of base pay. The County is & th
process of negotiating with unions that have agesgmexpiring in 2013. The remaining employees are
unrepresented.

Retirement Amendments. The County’s existing retirement system, as diesdr under the
caption “San Diego County Employees Retirement Aisgimn” herein, was modified in connection with
certain collective bargaining agreements entered by the County. The SEIU Local 221, Deputy
District Attorneys Association, Public Defenderssésiation of San Diego County, San Diego County
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Deputy County Counsels Association and the Couatyotiated amendments to the County’s retirement
system. A “Tier B” retirement benefit was created mewly hired general employees in all bargaining
units effective August 28, 2009. Tier B has a héfmermula described as: 2.62% at 62, highest &rge
final average compensation, minimum retirement@&ges and a 2% maximum cost of living adjustment
(“COLA"). The retirement benefit formula for ge¢remployees active prior to the implementation of
Tier B (such prior tier being referred to hereirf"@er A”) is described as: 3% at 60, highest 1liyiaal
average compensation, minimum retirement age arisDa 3% maximum COLA. For new employees
represented by the Deputy Sheriffs’ Associationn $8ego County Supervising Probation Officers’
Association, San Diego Probation Officers’ Assaorat and the District Attorney Investigators
Association, who are classified as safety, Tier iBiwhe following benefit formula was created: 3% a
55, highest 3 years final average compensationinmim retirement age of 50 and a 2% maximum
COLA. The benefit formula for safety employeedTiar A is described as: 3% at age 50, highest t-yea
final average compensation, minimum retirementaids and a 3% maximum COLA. Pursuant to State
law, exceptions to the aforementioned minimum eetient ages exist for general employees with at leas
30 years of service and safety employees witheat [20 years of service.

The County has negotiated amendments to the EmplOffsets (herein defined) for the 11
bargaining units of SEIU Local 221, the Deputy DgttAttorneys Association, the District Attorney
Investigators Association, the Public Defender Agsion of San Diego County, the San Diego County
Deputy County Counsels Association, the San DiegpeBrising Probation Officers’ Association, the
San Diego Probation Officers’ Association and theplty Sheriffs’ Association. Pursuant to the
amendments, the Employer Offsets are reduced wxefiscal years with start dates varying from Jijy
2011 to November 18, 2011, based on the applidabigaining unit. The Employer Offsets rates farTi
I/A employees with more than 5 years of servicerarkiced by either 2.5% or 4% while the Employer
Offsets rates for Tier I/A employees with less tfapears of service will be reduced by 1.25%, 2% or
2.5%, based on the applicable bargaining unit. Ehmployer Offsets rates for Tier B employees with
more than 5 years of service will be reduced blyeeiB.5% or 5% while the Employer Offsets rates for
Tier B employees with less than 5 years of serwitiebe reduced by 1.75%, 2.5% or 3.5%, based en th
applicable bargaining unit. The rate of Employéis€s, as in effect after the aforementioned réduos,
will remain in effect unless modified pursuant tibsequent collective bargaining agreements.

The County has also negotiated a contract withAdsociation of San Diego County Employees.
Pursuant to the contract, the Employer Offsetsradeiced over two fiscal years starting November 8,
2011. The Employer Offsets rates for Tier I/A eaygles with more than 5 years of service are reduced
by 2.5% while the Employer Offsets rates for Tigx €mployees with less than 5 years of service are
reduced by 1.25%. The Employer Offsets rates fer B employees with more than 5 years of service
are reduced by 5% while the Employer Offsets rédesTier B employees with less than 5 years of
service are reduced by 1.75%. The rate of Empl@#sets, as in effect after the aforementioned
reductions, will remain in effect unless modifiagrguant to subsequent collective bargaining agratsne

In July 2012, the Employer Offsets rates for nofetyeemployees ranged from 1% to 7% of their
salary, and the Employer Offsets rates for safetgleyees ranged from 1% to 11.755% of their salary.

On September 12, 2012, the Governor signed AsserBilly 340, the California Public
Employees’ Pension Reform Act (“PEPRA”). PEPRA vismns took effect on January 1, 2013.
PEPRA requires the County to impose certain reér@rbenefit changes for new employees who become
new members on or after January 1, 2013. In acoosdaith PEPRA, the County implemented two new
tiers of retirement benefits (“Tier C”). For geakemployees, Tier C will have a benefit formula
described as 2% @ 62. For safety members, TieillGawe a benefit formula described as 2.7% @ 57.
The implementation of Tier C is mandated and tloeeefis not subject to negotiation. However,
additional provisions of PEPRA, which allow employd¢o share some or all of the employers’ normal
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cost and UAAL cost with current employees, are actbfo negotiation. For more information on the
County’s retirement system, see “San Diego Countpleyees Retirement Association” herein.

COUNTY FINANCIAL INFORMATION

The following is a summary of certain financialanhation with respect to the County, including
the County’s property tax collections, General FuBdlance Sheet and Statement of Revenues,
Expenditures and Changes in Fund Balance, AdoptedAemended General Fund Budgets for Fiscal
Years 2010-11 and 2011-12, the Fiscal Year 2012d@&pted Budget, pension plan, risk management
program, pending litigation and outstanding inddbess.

Assessed Valuations

The assessed valuation of property in the Counssiablished by the County Assessor, except
for public utility property which is assessed by thtate Board of Equalization. Assessed valuatoes
reported in compliance with the requirements of p@sition 13. Generally, property can only be
reappraised to market value upon a change in oWipess completion of new construction. Pursuant to
Article XIIIA of the State Constitution, the assedsvalue of property that has not incurred a charige
ownership or new construction shall be adjustedialyto reflect inflation at a rate not to exce®®d per
year as shown in the California consumer pricexnttethe event of declining property value caubgd
substantial damage, destruction, economic or ddwtors, Article XIIIA of the State Constitutionlavs
the assessed value to be reduced temporarily lecrehe lower market value. For the definitionfoll
cash value and more information on property taitéittons and adjustments, see “Constitutional and
Statutory Limitations on Taxes, Revenues and Apjadpns — Article XIIIA” herein.

The County Assessor determines and enrolls a Yafueach parcel of taxable real property in the
County every year in accordance with Proposition 18nnually, property owners may appeal the
assessed value of their property. Additionallydemthe provisions of Proposition 8, property ovegner
may apply for a temporary reduction in the assesatge when the market value of the real propersy,
of January 1 of the applicable tax year, falls heits assessed value. Once reduced, the Countysgamse
must annually review the value of the property luthiie factored Proposition 13 value is fully restbr
(adjusted with the annual consumer price indextom@eixceed 2%). For Fiscal Year 2011-12, the Gount
Assessor received 19,215 appeals, including appelaling to real property, business personal ptgpe
boats and airplanes. Through May 1, 2013 of Fi¥eadr 2012-13, the County Assessor has received
14,405 appeals, including appeals relating to malperty, business personal property, boats and
airplanes. Table 2 below sets forth the numbeapygeals received by the County Assessor and the
number of affected parcels since Fiscal Year 2003-Bee “Economic and Demographic Information —
Foreclosures; Notices of Loan Default” herein.
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TABLE 2
ASSESSMENT APPEALS
Fiscal Years 2003-04 through 2012-13

Fiscal Year Appeals®
2003-04 2,700
2004-05 2,573
2005-06 2,486
2006-07 3,334
2007-08 13,150
2008-09 42,624
2009-10 21,772
2010-11 15,748
2011-12 19,215
2012-1% 14,405

Parcels

3,035
3,932
2,752
3,601
15,872
47,865
26,635
19,589
27,916
16,129

Source: County of San Diego Assessor/Recorder/gdtierk.
@ Appeal may relate to the reassessment for oneocz parcels.

@ Data as of May 1, 2013.

Ad Valorem Property Taxation

Table 3 below sets forth the assessed valuatigmmagferty within the County subject to taxation
for Fiscal Years 2003-04 through 2012-13:

Fiscal
Year
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13

Land
$103,818,122
117,332,258
137,276,347
158,460,301
176,074,513
184,573,765
177,035,056
173,642,233
174,658,242
173,840,948

TABLE 3

ASSESSED VALUATION OF PROPERTY
SUBJECT TO AD VALOREM TAXATION

Fiscal Years 2003-04 through 2012-13
(In Thousands)

Source: County of San Diego Auditor and Controller.
@ Exemption figures include veterans, church, welfeeligious, college and cemetery exemptions.

@

interest, state unitary and redevelopment valuatfamy.
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Gross Net Assessed
Personal Assessed Valuation for
Improvements  Property Valuation  Exemption® Tax Purpose&’
$145,973,945 $11,949,627 $261694 $6,742,042 $254,999,652
159,013,240 11,804,416 2889149, 7,332,153 280,817,761
175,791,219 12,807,092 32%884, 7,916,172 317,958,485
192,889,631 13,201,802 364/881, 8,553,542 355,998,192
208,732,483 13,916,210 398083, 9,427,705 389,295,500
217,641,565 14,496,587 41®771, 10,336,971 406,374,945
215,309,621 15,194,665 4073839, 11,244,820 396,294,522
214,286,031 14,639,554 4028%87, 11,790,769 390,777,049
216,383,122 14,483,422 405/884, 12,537,490 392,987,296
217,588,947 14,693,957 408523, 13,165,008 392,958,844

Net Assessed Valuation for Tax Purposes figuretude local secured, unsecured manufactured hordepassessory



Table 4 below sets forth the approximate tax ledgdinst the ten largest property taxpayers in
the County for Fiscal Year 2012-13. These tax paymeepresent approximately 4.70% of the total
secured property tax levied by the County for Hi¥ear 2012-13, which amount is $4,559,744,934.

TABLE 4
TEN LARGEST TAXPAYERS
Fiscal Year 2012-13

Property Owners Business Area Approximate Tax"
San Diego Gas & Electric Company Gas and Electtilaty) $88,731,907
Southern California Edison Co. Electric Utility 826,035
Irvine Co. Real Estate 16,713,561
Kilroy Realty LLP Real Estate 14,829,918
Qualcomm Inc. Telecommunication 14,024,801
Host Hotels and Resorts Hospitality 13,929,215
Pacific Bell Telephone Company Telecommunication ,86.0,566
B S K Del Partners LLC Real Estate 8,921,787
O C/S D Holdings LLC Real Estate 6,791,630
Sunstone Park Lessees LLC Real Estate 6,675,186

Source: County of San Diego Auditor and Controller
@ Approximate Tax includes local secured and statrynl% tax, debt service tax and special assessme

Taxes are levied for each Fiscal Year on taxaldéard personal property which is situated in
the County as of the preceding January 1. Howeupgn a change in ownership of property or
completion of new construction, State law permitsaacelerated recognition and taxation of increases
real property assessed valuation. For assessmdraadiection purposes, property is classified eithe
“secured” or “unsecured” and is listed accordingtyseparate assessment rolls. The “secured rdftais
assessment roll containing locally assessed propedured by a statutory lien which is sufficientthe
opinion of the assessor, to secure payment ofatkeston land and the improvements located on titk la
Other property, such as business personal profgmrats and aircraft, is assessed on the “unsecolleéd

The County levies a 1% property tax on behalf btating agencies in the County. The taxes
collected are allocated on the basis of a formslaldished by State law enacted in 1979. Under this
formula, the County and all other taxing entitiesagive a base year allocation plus an allocatiothen
basis of growth in situs assessed value (new amigin, change of ownership, inflation) proratecoag
the jurisdictions which serve the tax rate areathiwiwhich the growth occurs. Tax rate areas are
specifically defined geographic areas which wenreettged to permit the levying of taxes for lessntha
county-wide or less than city-wide special and stlddstricts. In addition, the County levies andl@ects
additional voter approved debt service and fixedrgé assessments on behalf of any taxing agency and
special districts within the County.

Property taxes on the secured roll are due in hstallments, on November 1 and February 1. If
unpaid, such taxes become delinquent after 5:00 @inDecember 10 and April 10, respectively, and a
ten percent penalty attaches. A ten dollar cost applies to all delinquent second installmentspBrty
on the secured roll with unpaid delinquent taxeddslared tax-defaulted after 5:00 p.m. on Junk.30t
Such property may thereafter be redeemed by payroerthe delinquent taxes, the ten percent
delinquency penalty, the ten dollar cost, a thinyee dollar per parcel redemption fee (from whicé
State receives five dollars), and redemption pgralone and one-half percent per month startig Ju
and continuing until date of redemption (collecljyehe “Redemption Amount”). If taxes remain urghai
for five years, the property becomes subject toltteasurer-Tax Collector’s power to sell.
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Property taxes on the unsecured roll are due ofidhedate being assessed (January 1). A due
date, or date to pay by, is set based on the ementl date of the bill. If not paid in full, a terergent
penalty is added to the bill on September 1, atherfirst business day of the second month follgwtre
enrollment date and an additional penalty of ong ane-half percent per month begins to accrue on
November 1, or on the first business day of thedthionth after the date of enrollment. Penalties ar
posted based on the type of unsecured bill andirtiee of year it is enrolled. The taxing authoritgsha
number of ways of collecting delinquent unsecureaperty taxes, which include: filing a Certificaié
Tax Lien for recordation in the County Recorderfice, and/or other jurisdictions; a civil actiogainst
the taxpayer; and seizure and/or sale of assetadiag or assessed to the taxpayer.

Pursuant to State Law, the County collects progestyadministrative fees from cities and special
districts. State law exempts school districts fygaying such fees.

Secured Tax Rolls Statistics

Table 5 below sets forth information relating te Bounty’s secured tax roll and assessed value
of property for Fiscal Years 2003-04 through 2082-1

TABLE 5
SECURED TAX ROLL STATISTICS
Fiscal Years 2003-04 through 2012-13

Delinquent Tax

Delinquent Amount as
Fiscal Total Total Gross Total Tax Delinquent Tax Percent of Total
Year Bils  Assessed Valld  Amount® TaxBills ~ Amount® Tax Amount

2003-04 898,222  $250,071,362,84%2,831,188,116 30,244 $ 41,183,548 1.45%
2004-05 912,850 276,651,738,1423,141,818,961 38,065 49,379,983 1.57
2005-06 934,416 313,592,785,4253,565,874,923 46,386 70,146,925 1.97
2006-07 954,808 350,431,485,6333,964,281,859 54,013 111,504,199 2.81
2007-08 968,699 385,014,085,5894,364,915,835 58,579 163,865,524 3.75
2008-09 976,296 402,408,931,6734,558,064,753 49,845 165,660,374 3.63
2009-10 978,170 392,680,850,8364,509,795,774 40,214 120,563,754 2.67

2010-11 979,128 388,209,168,0914,474,096,680 33,228 80,367,474 1.80
2011-12 979,386 391,319,634,5144,537,672,296 30,565 65,585,438 1.45
2012-1%" 981,161 391,853,256,766 4,559,744,934 30,700 65,900,000 1.45

Source: County of San Diego Auditor and Controller.

@ Total Gross Assessed Value figures include loealiged and state unitary valuation.

@ Total Tax Amount includes local secured and staftary 1% tax, debt service tax and special assests.

®  Delinquent Tax Amount represents the dollar vabfigax due for delinquencies in the year shown thed not been
collected as of June 30 of that year.

®  Total Bill, Total Gross Assessed Value and Totk Amount figures are actual. Remaining columnseatinated.
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Liens and Redemption

Properties may be redeemed under a five-year limgat plan by paying current taxes plus a
minimum annual payment of twenty percent of thgioal redemption amount, a payment plan set-up fee
of sixty-three dollars, and an annual plan maimeedee of seventy-one dollars. A delinquent tg®pa
may enter into the installment plan at any timetaphe June 30 occurring five years after the pitype
becomes tax-defaulted. Redemption interest acauese and one half percent per month on the unpaid
principal balance of the installment plan redemptiomount during the period of the installment plan.
The property becomes subject to sale by the Colirdgsurer-Tax Collector if taxes are unpaid after
June 30 of the fifth year of default unless thepprty is on an installment plan of redemption ptmthe
power to sell arising.
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Financial Statements

Table 6 below sets forth the audited General Fuathi®e Sheet for Fiscal Years 2009-10
through 2011-12. Table 7 sets forth the auditede®d Fund Statement of Revenues, Expenditures, and
Changes in Fund Balance for Fiscal Years 2007-@gitfh 2011-12.

TABLE 6
COUNTY OF SAN DIEGO
GENERAL FUND BALANCE SHEET
For Fiscal Years 2009-10 through 2011-12
(In Thousands)

Audited 2010°  Audited 2011? Audited 20172

ASSET¢
Pooled Cash and Investme $ 1,121,75. $ 1,286,61 $ 1,321,04
Cash with Fiscal Ageni 31 2C 10¢
Investments with Fiscal Aget 2 2 2
Property Taxes Receivables, 195,49¢ 149,98( 135,29:
Receivables, n 338,96¢ 465,86 51€,727
Due from Other Fun” 67,38 34,62¢ 63,21¢
Prepaid Item 62 48 4C
Inventories 9,41¢ 10,18° 11,36¢
Restricted Asset- Cash with Fiscal Agen 14¢€ 15€ 157
Restricted Asset- Lease Receivak 8,45¢ 6,29¢ 5,56¢
TOTAL ASSET¢ $ 1,741,71! $ 1,953,79: $ 2,053,53
LIABILITIES
Accounts Payab $ 96,01 $ 101,15 $ 118,05!
Accrued Payro 36,57¢ 39,89( 44,99¢
Due to Other Fun” 36,88¢ 36,81 36,162
Deferred Revenu 130,19( 128,16 123,14
Unearned Reven 221,93¢ 253,38 243,32
TOTAL LIABILITIES $ 521,60° $ 559,41 $ 565,68:

FUND BALANCES

(Audited 2010
Reserved Fund Balan:

Reserved for Loans, Due From Other Funds and Rls $ 6,76¢ $ $
Reserved for landfill closureosts 927
Reserved for Inventori 9,41¢
Reserved for Other Purpo 145,14
Unreservec

Designated for Encumbrant 267,34(
Designated for Economic Uncertai 100,00(
Designated for Realignment Health, Mental Healtth

Social Services 73,729
Designated for Unforeseen Catastrophic E\ 55,50(
Designated for Subsequent Years’ Expendi 66,81¢
Designated for landfill postclosure and landfibbslre

cost: 852
Undesignate 493,61!

(Table continued on subsequent page.)



(Table continued from prior page.)

@

@

(©)

(Audited 2011, 2015)®
Nonspendabl
Not in Spendable Fort
Loans, Due From Other Funds and Pref
Inventories and deposits with oth
Restricted for
Grantor: — Housing Assistant
Donation:
Laws or regulations of other governme
Maintenance, operation, acquisition and constraaio
criminal justice facilities and courthou:
Other Purpse:
Committed tc
Realignment Health, Mental Health and Social Sex
Unforeseen Catastrophic Eve
Capital projects’ fundin
Other Purpost

Assigned tc
Other Furpose
Unassigne
TOTAL FUND BALANCES $ 1,220,10!
TOTAL LIABILITIES AND FUND BALANCES $ 1,741,711

Source: County of San Diego Auditor and Controller

1,07(
10,18:

55,33¢
3,36:

24,41
131,84«

69,29'
55,50(
353,16!
36,77%

40,61«
612,81

$ 1,394,38
$ 1,953,79

1,074
11,36¢

54,36(
2,94¢

50,82t
137,57!

65,29'
55,50(
339,45!
54,9¢4

51,32¢
663,13.

$ 148784
$ 2,05353

Amounts are receivables and payables between &edRend and other County funds based on actuastimated claims

outstanding.

To conform with Governmental Accounting StandaBdsird (GASB) Statements 33 and 34, activities fk@mous Internal

Agency Funds are included in the General Fund.

In Fiscal Year 2010-11, the County implemented 8ARatement 54 entitled “Fund Balance Reporting @ogernmental
Fund Type Definitions” (“GASB 54”") establishing fdrbalance classifications that comprise a hierabased primarily on
the extent to which the County is bound to obserwastraints imposed upon the use of the resouregsrted in
governmental funds. Implementation of GASB 54 itesuin the above changes in the presentationeffneral Fund’s

fund balance between Fiscal Year 2009-10 and Fiseat 2010-11.
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TABLE 7

COUNTY OF SAN DIEGO

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
For Fiscal Years 2007-08 through 2011-12

Revenues:
Taxes
Licenses, Permits and Franchise Fees
Fines, Forfeitures and Penalties
Revenue From Use of Money and Property
Aid From Other Governmental Agencies:
State
Federal
Other
Charges for Current Services
Other
Total Revenues

Expenditures:
Current:
General Government
Public Protection
Public Ways and Facilities
Health and Sanitation
Public Assistance
Education
Recreation and Cultural
Capital Outlay
Debt service:
Principal®
Interest
Payment to Refunded Bond Escrow Agent
Total Expenditures

Excess (Deficiency) of Revenues over (under)
Expenditures

Other Financing Sources (Uses):
Sale of Capital Assets
Refunding Bonds Issu&d
Payment to Escrow Agent/Refunded B6hd
Transfers I
Transfers Out
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balances at Beginning of Year
Increase (Decrease) in Reserve for Inventories

Increase (Decrease) in Nonspendable Inventories
Fund Balances at End of Year

(In Thousands)

Source: Comprehensive Annual Financial Reporth@Qounty.

(Table continued on subsequent page.)
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Audited Audited Audited Audited Audited
2007-08 2008-09 2009-10 2010-11 2011-12
$ 928,066 $ 930584 $ 904,515 $ 894222 $ 8BS,
34,735 35,838 40,967 42,643 42,552
59,782 56,252 963,9 51,826 50,905
48,381 88,39 23171 24,479 17,099
849,783 878,902 814,553 904,749 958,169
792,430 729,675 824,821 818,217 831,859
71,663 134,026 91,478 57,874 65,542
267,624 282,151 227,25 320,966 336,057
30,705 61,847 33,757 51,542 54,161
$ 3,083,169 $ 3,137,671 $ 3,064,510 $ 3,166,518 $ 3,282,205
$ 270,236 $ 236,874 $ 197,12 209,293 $ 203,179
1,135,288 1,126,903 1,055,315 79,886 1,140,718
5,907 690 10,063 5,543 ,300
593,104 630,633 635,148 gBL2 735916
987,730 1,039,496 1,034,340 15386 1,034,961
1,101 808 906 957 844
29,606 29,274 28,102 30,637 31,175
11,453 8,059 27,184 21,965 33,249
0 32,125 28,777 26,735 23,200
5,169 12,255 17,025 15,044 17,308
0 0 4,436 0 0
$ 3,039,594 $ 3,117,117 $ 3,038,420 $ 3,116,816 $ 3,221,850
$ 43575 $ 20554 $ 26,090 $ 49,708 60,355
$ 41 3 29 $ 338 $ 414  $ 360
0 443515 0 0 0
0 (441,038) 0 0 0
257,890 230,296 226,039 274,448 244,148
(236,400) _ (285,232) _ (223,042) _ (151,061) _ (212,578)
$ 2153% (52430) $ 3335 $ 123801 $ 31,930
$ 65106 $ (31,876) $9.425 $ 173503 $ 92,285
1,155,082 1,220,466 1,190,038 1,220,108 1,394,380
278 1,448 645 0 0
769 1,182
$1.220466 $ 1,190,038 $ 1,220,108 $ 1,394,380 $ 1,487,847



(Table continued from prior page.)

@ Represents various base rental payments made ®athdiego County Capital Asset Leasing Corporati@ANCAL")
and the San Diego Regional Building Authority (“SBR’) treated as debt service payments in the Gérewad as
SANCAL and the SDRBA are blended component unitghef County. Prior to Fiscal Year 2008-09, the beswal
payments to SANCAL were treated as “Transfers @sthoted in the “Transfers Out” note below, andebastal payments
to the SDRBA were treated as General Governmergraipures.

@ |n Fiscal Year 2008-09, the County issued $443rbilion Series 2008 Taxable Pension Obligation @anAs part of this
transaction, $441.038 million was transferred t@scrow agent to advance refund the outstanding2®»nds, Subseries
B1 and B2-4 Auction Rate Securities and to payrkiinterest payments. The transaction is furthecideed in Note 13
“Long-Term Debt” in the Notes to the Financial 8taents of the County’'s Comprehensive Annual FireriReport For
the Fiscal Year Ended June 30, 2009.

®  Revenues from the Public Safety Augmentation S#kes (Proposition 172) and the tobacco securitizatiroceeds are
recognized in the Special Revenue funds and tresemperating transfers when moved to the Generradl o reimburse
expenditures incurred.

@ For all fiscal years presented, “Transfers Outhagally represents contributions to the Pensionig@tibn Bond fund;
contributions to capital funds for General Fundjgcts; and, County contributions to the Library duand the In-Home
Supportive Services (“IHSS”) Public Authority fundTransfers Out” for Fiscal Year 2007-08 also es@nts annual base
rental payments to SANCAL.

General Fund Budget

The Board of Supervisors is required by State madopt a balanced annual budget no later than
October 2 of each year. The County General Furahties the legally authorized activities of the Gpun
not provided for in other restricted funds. Genénahd revenues are derived from such sources as,tax
licenses, permits and franchises, fines, forfegumad penalties, use of money and property, aich fro
other governmental agencies, charges for curremices and other revenue. General Fund expenditures
and encumbrances are classified by the functiorpubfic safety, health and human services, land use
and environment, community services, finance andegd government and other. Increases in the
aggregate appropriations based on actual or aatezdpncreases in available financing can be méde a
the annual budget has been adopted upon approweaidw-fifths vote of the Board of Supervisors.

To ensure that the expenditures do not exceed @zglolevels or available financing sources,
guarterly reviews are conducted covering actual @ojected receipts and expenditures. In the egknt
any shortfall in projected revenue, immediate steps taken to mitigate the shortfall through the
identification of alternative funding sources oedring appropriations. Similarly, if expenditureg a
projected to exceed appropriations, steps are takdreeze expenditures in other accounts within th
affected department or to transfer available resmirto offset the added expenditure requirement.
California counties are not permitted by State tawmpose fees to raise general revenue, but anly t
recover the costs of regulation or provision ofvems. The Chief Financial Officer is responsifie
monitoring and reporting expenditures within bueégetppropriations.

Fiscal Year 2012-13 Budget and Financial Positiorf the County

The Fiscal Year 2012-13 Adopted Budget for the @parGeneral Fund included expenditures
of approximately $3.72 billion and revenues andeofinancing sources of approximately $3.72 billion
In accordance with the normal practice of the Cgutiite Fiscal Year 2012-13 Adopted Budget has been
adjusted to reflect carry-over appropriations fribra prior fiscal year and program needs not indude
the Fiscal Year 2012-13 Adopted Budget. As of MaBdh 2013, the County’s Fiscal Year 2012-13
General Fund Amended Budget (the “Fiscal Year 203 Zmended Budget”) included expenditures of
$4.2 billion and revenues and other financing sesiaf $4.2 billion. As of March 31, 2013, as repdrt
in the Fiscal Year 2012-13 Third Quarter Operatid?lan Status Report and Budget Adjustments (the
“Third Quarter Report”) to be presented to the Bloafr Supervisors on May 7, 2013, based on the first
nine months of Fiscal Year 2012-13, the Countyguigd that its General Fund expenditures for Fiscal
Year 2012-13 would be below the Fiscal Year 2012Ah8ended Budget by $246.6 million and its
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General Fund revenues and other financing sourcesdwe below the Fiscal Year 2012-13 Amended
Budget by $55.4 million. The net variance was aquted savings to the County’s General Fund of
$191.2 million, which would be added to any remagnunreserved and undesignated General Fund
Balance as of June 30, 2013. See also “— Statdsafable Fund Balance” below.

The lower than budgeted projected expenditurebérn@eneral Fund are primarily attributable to
the following:

. $56.8 million in net positive salary and benedppropriation variance, due to staff
turnover and department management of vacanciesllirfive business groups of the County:
predominantly in the Public Safety Group (“PSG”gdtth and Human Services Agency (“HHSA”), and
Land Use and Environment Group (‘LUEG”), and someCommunity Services Group (“CSG”), and
Finance and General Government Group (“FGG”).

. $82.2 million in net positive appropriation varee in services and supplies across the
County.

o] In PSG, a positive variance is anticipated inRhgbation Department as a result
of efforts made to reduce overall expenditures elé & savings from a case management system
enhancement project and from contracted servidagedeto Public Safety Realignment pending
the full implementation of certain substance abaiseé mental health treatment services; in the
Public Safety Group Executive Office San Diego Qgufire Authority due to a spending delay
for the tree removal grant; in the Sheriff's Depseht due to a positive appropriation variance in
the vehicle lease, medical contracts, and variengces and supplies; in the Department of Child
Support Services for reductions in lease and congapenses; and in the District Attorney for
delays in one-time information technology purchases

o] In HHSA, a projected net positive variance inelsidarious contracted services
(e.g, in Behavioral Health Services related to un-awdri¥lental Health Services Act, Alcohol
and Drug Services contracts, Medi-Cal and San Digganty Office of Education contracts,
Public Safety Realignment, California DepartmenCofrections and Rehabilitation (CDCR) and
Narcotic Treatment Program (NTP) services; lowantastimated growth in In-Home Supportive
Services (IHSS) Individual Provider costs; due aitpee appropriation variance in contracts for
Community Transformation Grant (CTG). A negativeriamace in Strategic Planning and
Operational Support due to increases in Low Incblealth Program (LIHP) enrollees is partially
offset by a positive appropriation variance in \aedfto-work and refugee services and a positive
appropriation variance in non-contract services sungplies. Additional negative variances are
associated with Inpatient Health Services expef@esemporary contract help and in Child
Welfare Services associated with contract and pramation costs for clients and staff.

o] In LUEG, positive variances include a positiveprpriation variance in the
Department of Environmental Health due to delaysnmiplementation of the Vector Habitat
Remediation Program and the East Otay Mesa Regy€lollection Center and Landfill as well
and a positive appropriation variance related t® dielay of one-time projects which will be
rebudgeted in the Fiscal Year 2013-15 Recommengexia@ional in the Department of Planning
and Development Services and in the Departmentiblic®\Works.

o] In CSG, a positive variance in Housing and ComitguDevelopment is
anticipated due to the postponement of the dat@mnaation projects, under-spending in
information technology application upgrades and agamy discretionary expenses as well as
from lower than anticipated expenditures on mudiady projects; and in the Registrar of Voters
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due to lower than expected costs related to theeMber 6, 2012 Presidential Election and the
delay in implementation of information technologypjects.

o] In FGG, projected positive variances are spreadsa several departments,
including Human Resources, the County Communicdiffite and Auditor and Controller. The
most material positive variance is in Human Resesirand is due primarily to a positive
appropriation variance in insurance costs whileother departments positive appropriation
variances resulted from reduced office expenses.

. A net positive appropriation variance of $56.1lliom in other charges reflects net
variances from budgeted caseload and aid paym@tste is a positive variance in Regional Operation
mainly the result of revised caseload levels iMB@RKS and Child Care Stage 1, as well as a positive
variance in Child Welfare Services based on revestinates of caseload levels, growth trends, aitd u
cost per case in aid payments for Foster Care addoAAdoptive Parents. Spending is projected to
exceed budget in Behavioral Health Services dwntmcrease of State Hospital rates set by the $fat
California and in Public Health Services becausa mfquirement for additional support and caresciost
the California Children’s Services (CCS) and TB €ohnprograms. In CSG, a positive variance is
projected in Housing and Community Development @ulwer than anticipated expenditures on multi-
year projects. In addition, a positive appropriatiariance is due to lower than anticipated tax and
revenue anticipation note borrowing costs.

. A positive appropriation variance of $1.3 milliam Capital Assets Equipment for fixed
assets is associated with delays in one-time irdtion technology expenses District Attorney’s a#fic

. $11.0 million in appropriation savings for opémgttransfers out in HHSA for the IHSS
Public Authority related salary and benefit costsng less than budgeted; a positive appropriation
variance in Purchasing and Contracting due to aydel IT projects implementation, and a positive
appropriation variance in Contributions to Gen&uailvices Internal Service Fund.

. $20.0 million in contingency reserves that amgjguted to be unspent at year-end.

. $23.3 million in management reserves in HHSA ($2fillion) and in CSG ($3.3
million) that are projected to be unspent at yeat-e

The projected revenue under-realization to bud@§&t56.4 million includes negative variances
totaling $68.0 million in various funding sourcesith partially offsetting positive variances of $&2
million. Of the $68.0 million in negative variargea net $63.6 million is within intergovernmental
revenues and is largely the result of positive egfiare variances in caseload driven programs and
contracted services mentioned above. The remainiggptive variances reflect the combination of
unrealized revenue due to operational variancesvaridus revenue shortfalls in fines, forfeituresl a
penalties ($3.2 million), a projected decrease @etér revenue reflected in taxes other than current
secured ($0.5 million), a decrease in licensesnperand franchises ($0.4 million) and other finagc
sources ($0.2 million).

A positive revenue variance of $12.6 million is egfed in the following categories: taxes current

property ($5.7 million); revenue from use of moreayd property ($2.1 million); charges for current
services ($2.8 million); and miscellaneous rever{@2<0 million).
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Table 8 below sets forth the County’s Adopted d@ndlfAmended Budgets for Fiscal Year 2011-
12. The table also sets forth the Adopted Budgetiscal Year 2012-13, the Amended Budget as of
March 31, 2013, the projected expenditures andne® and other financing sources as reported in the
Third Quarter Report, and the variance betweemtbpected actual amounts and those contained in the
Fiscal Year 2012-13 Amended Budget. The full repoey be viewed on the County’'s website at
http://www.sdcounty.ca.gov/auditor/gfbr.ntml. Thefarmation on such website is not incorporated
herein by reference. The table also sets for theefad Fund CAO Recommended Operational Plan
Budget for Fiscal Year 2013-14.

TABLE 8
GENERAL FUND
ADOPTED AND AMENDED BUDGET FOR FISCAL YEAR 2011-12,
ADOPTED AND AMENDED BUDGET AND PROJECTED RESULTS FOR
FISCAL YEAR 2012-13 AND RECOMMENDED BUDGET FOR FISCAL YEAR 2013-14
(In Thousands)

201112 201112 201213 201213 Projected Variance from 201:-14
Adopted Amended Adopted Amended Year-End Amended Recommended
Budget Budget? Budget Budget? Resultd? Budget® Budget®
APPROPRIATIONS
Public Safety $1,174,041 $1,237,290 $ 1,223,862 1,265,974 $1,219,620 $46,354 $1,279,245
Health and Human Services 1,883,650 1,903,308 L3e1 1,917,434 1,824,063 93,371 1,959,450
Land Use and Environment 154,705 166,534 145,933 7,306 139,013 18,293 158,041
Community Services 77,887 95,538 75,775 85,496 668,5 16,936 67,888
Finance and General
Government and Other 414,206 799,891 360,097 783,22 681,579 51,646 360,517
Contingency Reserve and
Designations Increases 0 0 0 0 0 0
Contingency Reserve and
Increases in Fund Balance
Commitments 38,320 38,320 21,961 21,961 1,961 20,000 20,328
Total Appropriation$’ $3,742,809  $4,240,881 $ 3,718,904 $ 4,181,398 $3,934,796 $ 246,600 $3,845,471
BUDGETED REVENUES
Current Property Taxes $ 505,814 $505,814 $ 4810 $ 510,491 $ 516,220 $ 5,729 $ 523,615
Taxes Other Than Current
Property Taxes 381,647 381,647 383,772 383,772 2883, (511) 382,956
Licenses, Permits and
Franchises 41,618 41,618 41,563 41,563 41,166 (397) 42,297
Fines, Forfeitures and
Penalties 52,057 56,393 52,005 54,022 50,812 (3,210) 50,182
Use of Money and Property 17,691 17,691 13,903 0B3,9 15,962 2,059 12,045
Aid from Other Government
Agencies 1,970,464 2,039,899 2,016,098 2,064,722 0012092 (63,630) 2,097,482
Charges for Current Services 290,358 291,830 289,94 292,909 295,664 2,755 305,188
Miscellaneous Revenues and
Other Financing Sources 267,202 278,431 296,114 298,092 299,944 1,852 299,939
Total Budgeted Revenu@s $3,526,851  $3,613,323 $ 3,603,888 $3,659,474 $3,604,121 $ (55,353) $3,713,704
Estimated Use of Committed
Fund Balance $ 5,893 $ 5,893 $ 544 541 $544 811
Estimated Use of Unassigned
Fund Balance 210,065 209, 600 114,472 114,472 124,4 130,956
Estimated Use of Fund
Balance for Encumbrances 0 412,065 0 403,636 403,636
Total Resources Utilizéd $3,742,809  $4,240,881 $ 3718904 $ 4,181,398 $4,122,773 $ (55,353) $ 3,845,471
Net savings from the Fiscal Year $ 191,247

2012-13 Amended Budget

Source: County of San Diego Auditor and Controller
(Table continued on subsequent page.)
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(Table continued from prior page.)

@ Reflects appropriations, budgeted revenues arer @ittancing sources included in the 2011-12 AdoBedget as amended and adjusted
to include all budgeted appropriations and revemsesf June 30, 2012.

@ Reflects, as of March 31, 2013, the amended bualygtprojections of the expenditures and revenfiéseoCounty’s General Fund for
Fiscal Year 2012-13.

@  Reflects, as currently projected, the differeneémeen the budgeted expenditures, revenues and fathecing sources of the County'’s
General Fund in the Fiscal Year 2012-13 AmendedgBuds of March 31, 2013 and the projected experadi, revenues and other
financing sources of the County’s General FundHiscal Year 2012-13. Amounts without parenthesdgate a variance favorable to the
County's General Fund. Amounts with parenthesdgate a variance unfavorable to the County’s Garfarnd.

@ Reflects carry over appropriations from the pfiscal year.

®  Reflects appropriations, revenues and other fimgmsources included in the 2013-14 Recommendeg@ud

Status of Available Fund Balance

The unassigned portion of the General Fund Balasa# June 30, 2012 was $663.1 million. See
Table 6 entitled “General Fund Balance Sheet” Ini@i a description of the fund balance of the Gahe
Fund for the Fiscal Years ending June 30, 20102 30y 2011 and June 30, 2012 respectively. Included
in the Fiscal Year 2012-13 Adopted Budget were appations based on unassigned General Fund
Balance of approximately $114.5 million. Accordipgthe available unassigned portion of the General
Fund Balance was reduced to $548.6 million.

Subsequently, the Board of Supervisors approveapipeopriation of an additional $2.3 million
in unassigned General Fund Balance for the CAC Wate Park, which reduced the available
unassigned portion of General Fund fund balan&5#4®.3 million.

Pursuant to the First Quarter Operational PlanuStReport and Budget Adjustments (the “First
Quarter Report”), which is based on the first thmeenths of Fiscal Year 2012-13, an additional $3.4
million in unassigned General Fund Balance was @amu to be used for various items, including
appropriations of $0.1 million in Sheriff's Depaent for expansion of City of Solana Beach radio
coverage and for Regional Communication Systemis tmwver at Alpine Heights; $1.6 million to
increase the Environmental Health fund balance ciomemt; $0.2 million in the Department of Animal
Services for major maintenance projects at the tBoanimal shelter; $0.5 million for version 6.5
Documentum upgrade rebudget; $0.8 million for vasigervices and supplies and one-time expenses in
the Districts; and $0.1 million in the Clerk of tBeard of Supervisors for the purchase and insiatiaf
an automated data entry and tracking system oftimeial Statement of Economic and Interest (Form
700).

In the Second Quarter Operational Plan Status Repat Budget Adjustments, no additional
appropriations were proposed to be appropriatathuSeneral Fund Balance.

In the Third Quarter Report, an additional $1.3lionl are proposed to be appropriated using
unassigned General Fund fund balance for contimuiati a major maintenance project in Treasurer-Tax
Collector, for implementation costs associated witle Oracle Identity and Access Management
(“IDAM") system and for Grand Jury transcript andry expenses. The result of these anticipated
adjustments reduced the available unassigned falath¢e to $541.6 million.

If there were no further uses of fund balance far temainder of the year and the projected
$191.3 million in net savings in the 2012-13 bud@et shown in Table 8) were to be realized, the
unassigned General Fund Balance as of June 30,2008 be $732.9 million. The County makes no
assurances that no further use of available furi@nba will occur. See “Fund Balance and Reserves
Policy” below.

The County’s General Fund Balance projections abgest to change as additional information
becomes available. The County does not preparefamgal update of its General Fund Balance
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projections after the third quarter. The next fdrmpdate of the County’s General Fund Balance will
occur in connection with the audit of the basiafinial statements of the County for the Fiscal Year
ending June 30, 2013, which is expected to be aetegplby December 31, 2013.

County’s Fiscal Year 2013-14 Recommended Budget atide Operational Plan
Recommended Operational Plan

The County annually prepares a two-year operatiplaal, the most recent of which was received
by the County’s Board on May 7, 2013 (the “Recomdesh Operational Plan”). The first year of the
Recommended Operational Plan is the Fiscal YeaB-2d1Recommended Budget and the second year
represents an estimate of the revenues and expergliof the County for Fiscal Year 2014-15. The
Operational Plan reflects the budgets for all fumathin which the County accounts for the servides
provides to its residents and property and busipes®ers. The largest single fund is the GeneradiFun
which accounts for the majority of the County’siates.

The County’'s Recommended Budget for the County @érieund for Fiscal Year 2013-14 is
approximately $3.85 billion, with Total Appropriatis of approximately $3.85 billion, Total Revenoés
approximately $3.71 billion, and total estimateé 0$ the Fund Balance Component Decreases and Use
of Fund Balance of approximately $0.81 million é180.96 million, respectively. See Table 8 erditle
“GENERAL FUND ADOPTED AND AMENDED BUDGET FOR FISCALYEAR 2011-12, AND
ADOPTED AND AMENDED BUDGET AND PROJECTED RESULTS ROFISCAL YEAR 2012-13
AND RECOMMENDED BUDGET FOR FISCAL YEAR 2013-14" hein for a summary of the
County’'s 2013-14 Recommended Budget. The Recommezerational Plan is available on the
County’s website at http://www.sdcounty.ca.gov/audbudinfo.html, but is not incorporated herein by
reference.

Summary of General Fund Financing Sources

In the Recommended Operational Plan, General Fiumah&ing Sources total $3.85 billion for
Fiscal Year 2013-14, a $126.6 million or 3.4% imse from Fiscal Year 2012-13. They are expected to
decrease by $82.7 million or 2.2% in Fiscal Yeal£Q@5. In comparison, the Fiscal Year 2012-13
Adopted Budget was 0.6% lower than the prior yedniJe the previous ten fiscal years saw an average
annual growth rate of 3.3%. General Fund Finan8ogrces can be categorized as one of three types:
Program Revenue, General Purpose Revenue, or Useumd Balance (including Fund Balance
Component Decreases — formerly Reserves/Designgoreases).

Program Revenues.Program Revenues are expected to total approsiyn&R.74 billion in
Fiscal Year 2013-14 and $2.71 billion in Fiscal ¥2814-15. These revenues make up 71.1% of General
Fund Financing Sources in Fiscal Year 2013-14, ared derived primarily from State and federal
subventions and grants, and charges and fees efmmadspecific programs. Program Revenues are
expected to increase by 3.8% over the Fiscal Y84R22A3 Adopted Budget compared to an average
annual growth for the last ten years of 3.3%.

General Purpose Revenu&eneral Purpose Revenue, budgeted at approxin&a@B.0 million
in Fiscal Year 2013-14 and $986.1 million in Fis¥aar 2014-15, comprise approximately 25.4% of
General Fund Financing Sources. This revenue risatkfrom property taxes, property tax in lieu of
Vehicle License Fees (“VLF”), the Teeter programles and use tax (and property tax in lieu of sales
tax), real property transfer tax, Aid from Redeysi@nt Successor Agencies, and miscellaneous other
sources. They may be used for any purpose thatdgal expenditure of County funds. The Board of
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Supervisors, therefore, has the greatest flexjbiiith this revenue when allocating resources tadfu
programs and services.

The growth in this revenue is principally affectiegl the local and State economies, with over
85% of General Purpose Revenue tied to activitthinreal estate market. From Fiscal Year 2001-02
through Fiscal Year 2011-12, General Purpose Revgmew by an annual average of $38.6 million.
Fiscal Year 2012-13 saw an increase in budgete@i@eRurpose Revenue of $2.7 million.

For Fiscal Year 2013-14, the $978.0 million buddet® General Purpose Revenue is an increase
of $10.9 million from the Fiscal Year 2012-13 butigkamount of $967.1 million. The assessed value of
real property declined in 2009 and 2010 (followthg credit crisis and economic downturn that bagan
2007), grew marginally in 2011, and declined sliglm 2012. For 2013, a 1% projected increase in
overall assessed value of real property is projecte

Use of Fund Balance.Use of Fund Balance, including Fund Balance Campb Decreases
totals approximately $131.8 million in Fiscal Ye&#13-14 and $64.2 million in Fiscal Year 2014-16.
represents 3.4% of General Fund Financing Sourcéssical Year 2013-14. This resource is used for
one-time expenses, not for the support of ongopeyations. This compares with $115.0 million iesis
of fund balance in the Fiscal Year 2012-13 Adoedget, which equaled 3.1% of total General Fund
Financing Sources.

In the Recommended Operational Plan, a portioh@fuhreserved General Fund fund balance is
budgeted as the funding source for various one-tbmproject specific purposes such as: management
reserves, one-time major maintenance, women'’s tietefacility startup costs for furniture, vehiclaad
equipment, support for temporary recruitment ati&igi associated with Assembly Bill (AB) 109, Public
Safety Realignment, Medical Examiner equipmentaeginent, Fire Protection and Emergency Medical
services grant program for one-time capital neadsvblunteer fire protection districts, Aerial Fire
Suppression “Call When Needed” support, radio conmination equipment for the Probation department,
defense of special circumstance cases rebudgetD&mo County Fire Authority training academy,
graduate law clerks and temporary staff for the lieubefender, Public Defender support for the
remaining term of certain lease costs associatél the discontinued contract for Family Dependency
Services, San Diego County Fire Authority equipnreplacement commitment, acquisition of a reserve
fire engine, and one-time funding for increaseduntder fire station equipment, fuel and contrastso
and various program prevention and response aesvit

Other uses include: relocation efforts relatedh® County Operations Center capital project,
Health and Human Services Juvenile Diversion Pragsapport, Health and Human Services reserves to
mitigate State budget uncertainties, Grand Averingccsale proceeds commitment for Public Health,
Health and Human Services one-time train the tratoerses to train staff and community members in
leadership and community planning skills to assigsth assessing, selecting and implementing
improvement projects, one-time resources to ho&randparents Raising Grandchildren symposium,
one-time cultural consultant services to enhangkel dafety and family stability in the Child Weltar
system, Health and Human Services technologicarambments to suppdrive Well! San Diegovehicle
purchases to meet agricultural water quality inSpacrequirements, development of an onsite
wastewater treatment program in compliance withefAsgsy Bill (AB) 885 rebudget, Tribal liaison
consultant and support rebudget, Firestorm 200uildibg permit fee waiver rebudget, Environmental
Health support for beach water quality monitoriefpudget, Green Building Program and Homeowner
Relief Act Fee Waivers, Multiple Species ConservatProgram (MSCP) (North) Resource Management
Plans to protect biological and cultural resourdesnd Use rebudgets for Purchase of Agriculture
Conservation Easements (PACE) program supportngamidinance update, Greenhouse Gas Guidelines
Phase I, and Code Enforcement abatements, PuldikdAfebudgets for Integrated Regional Water
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Management data management system grant matchjeRéal Integrated Pest Management program,
and Proctor Valley Road closure, Land Use Genelah Bmendments for property-specific requests,
Land Use continuous improvement program, custoraedice and cultural awareness training, one-time
Environmental Trust Fund maintenance projects, sawdsandbag distribution for pre-storm preparation
Land Development reorganization, one-time Countewiglater efficiency projects, Smart Building

retrofits, Registrar of Voters unemployment inseegnand Housing and Community Development
funding for sequestration cutbacks to allow ordettgnsition to changed service delivery and

Various information technology projects, such &usiness Process Re-engineering initiatives,
Probation Case Management System, digitizing recardl one-time information technology projects in
the District Attorney’s Office, Probation departmetectronic medical records management, Health and
Human Services Agency pre-hospital information esystassessment, Public Health Lab information
management system, Business Case Management Sy#ecela) — rebudget for continued
implementation, user acceptance testing, repottas, and training, Data Imaging Project rebudget,
geographic information system (“GIS”) infrastrua@upgrade, Parcel Genealogy, Business Intelligence
Phase Ill, Asset Management application rebudd@tsatic System Upgrade — Customer Routing in
Land Development Process, Documentum upgrade amidiag for Environmental Health, electronic
document submittal/review automation for Planningd aDevelopment Services rebudget, Justice
electronic library system scanning, storage andcdsy Public GIS server rebuild, mobile applicasion
and web portal design, building information modglisystem — software and hardware, training,
consultant, input into T9 facilities system of regopublic web site redesign, enterprise signatares
approval architecture, and DocVault implementatiQBIS upgrade/replacement, Fusion middleware
application, T360 enhancements due to legacy syseirement, OBl data warehouse upgrade,
SharePoint platform upgrade, parallel Documentuwirenment, Documentum environment licenses,
Constituent Relationship management platform upgratd application implementation, payment
processing system imaging upgrade, eGov applicalevelopment, automate employee contributions to
health savings accounts, Peoplesoft applicatiormrageg Kronos application upgrade, Oracle IDAM
license final payment, poll worker internet siteearning Management System Database Upgrade and
Enterprise Resource Planning disaster recoverggirand data services.

Still further uses include: Housing and Commuridgvelopment temporary help for contract
monitoring activities, upgrade of audio-visual gyst in two conference rooms at Housing and
Community Development, Parks condition assessmemit®r equipment tracking requirements study,
completion of County Administration Center asbestimatement and lighting upgrades, instructor
certifications for employee development, trainirgpm equipment, and contracting assistance costs,
management intern program, County Administratiomt€e Memorandum of Agreement adjustments,
Workforce Academy for Youth program, grants prodde community organizations and capital projects
including the Assessor/Recorder/County Clerk Elb@dranch Office Building.

Summary of Total Appropriations in the Recommend®gerational Plan

The Recommended Operational Plan includes apptaprsatotaling $4.97 billion for Fiscal
Year 2013-14 and $4.81 billion for Fiscal Year 24854 This is an increase of $122.0 million or 2.t%
Fiscal Year 2013-14 from the Fiscal Year 2012-13ptdd Budget. Appropriations for the General Fund
are $3.85 billion, a $126.6 million or 3.4% increasom Fiscal Year 2012-13. The General Fund
constitutes 77.5% of the County’s total appropomdt Further, the Fiscal Year 2013-14 Recommended
Operational Plan reflects a staffing increase &.39 full time equivalents (“FTEs”). This is conged
of 633.25 FTE increase in the General Fund andO4BXE decrease in other funds. This will increase
budgeted FTEs for the County from 16,010.75 in &idear 2012-13 to 16,601.00 in Fiscal Year 2013-
14.
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The Recommended Operational Plan by Group/Agendydies decreased appropriations in the
Community Services, Capital Program, and FinandeeQtwhile they are increasing in Land Use and
Environment, Finance and General Government, Pudiiety, and HHSA. HHSA, at $1.99 billion,
continues to constitute the largest share of thdgbuat 40.9%, followed by the Public Safety Gratip
$1.5 billion, or 30.9%.

The appropriation and staffing changes by Groupigeire summarized below.

Public Safety Group- includes a recommended net increase of 4.4% 4% 3million from the
Fiscal Year 2012-13 Adopted Budget and a net imered 283.00 staff years. The increase primarily
relates to increases in County retirement contioinst phased hiring and training of detention st
the partial year operation of the Women’s Detentt@cility, additional service requirements duehte t
transfer of responsibilities for offenders from tBte to the counties, growth in Proposition 1#;al
Public Safety Protection and Improvement Act of 319inding and the planned use of one-time
resources. Reductions in State funding and firgk farfeiture revenue are recognized. All mandated
services are maintained.

Health and Human Services Agency includes a recommended net increase of 3.6968:5%
million from the Fiscal Year 2012-13 Adopted Budgeid a net increase of 307.25 staff years. The
increase relates to an increase in staff yearsellsas to previously negotiated increases in wage a
benefit costs, increased County retirement continha, and costs associated with contracted sexod
client payments. Reductions in funding and casal@ad also recognized.

Land Use and Environment Group- includes a recommended net increase of 1.6%6& $
million from Fiscal Year 2012-13 Adopted Budget aaddecrease of 5.00 staff years. Significant
increases are in: one-time funding for inactive teasite projects; increases in various capital
improvement projects, equipment maintenance in§ae Diego County Sanitation District; one-time
costs for information technology and business meaeengineering projects and the addition of staff
years to meet operational needs related to additiregulatory responsibilities.

Community Services Group- includes a recommended net decrease of 1.7%5.ar réillion
from the Fiscal Year 2012-13 Adopted Budget andcaeiase of 2.00 staff years. The decrease is due to
non-recurring one-time prior year expenditures,efal HOME funding for project costs and State
CalHome funding for residential rehabilitation lsa®ffsetting increases include increases in wages
benefits that reflect previously negotiated labg@reaments and increases in County retirement
contributions, increased books and materials irbenty Library, an overall increase in utility t®slue
to an increased number of County facilities, anghéri costs for contracted and routine maintenance
services in County facilities

Finance and General Government Group includes a recommended net increase of 13.5% or
$46.0 million from the Fiscal Year 2012-13 AdoptBddget and an increase of 3.00 staff years. The
increase is due primarily to Countywide informati@thnology (IT) projects and support as well as
increased County retirement contributions.

Capital Program— includes a recommended net decrease of 38.6$38@# million from the
Fiscal Year 2012-13 Adopted Budget. The amount btetfjin the Capital Program for Capital Projects
can vary significantly from year to year. The Fis¢aar 2013-14 Capital Program includes the follogvi
capital projects:

. $10.0 million for the Multiple Species Conservatrogram (MSCP);
. $9.8 million for the Alpine Library;
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. $8.4 million for the Imperial Beach Library;

. $7.5 million for the Assessor/Recorder/County CIGNRCC) EI Cajon Branch Office
Building;

. $3.1 million for San Luis Rey River Park Acquisitio

. $2.5 million for the 4S Ranch Synthetic Turf SoB#ll Fields;

. $2.0 million for the Lake Morena Electrical Upgrade

. $1.9 million for Tijuana River Valley Trails Consttion/Habitat Restoration;

. $1.8 million for the San Elijo Gateway Property Asjtion; and

. $1.0 million for the San Diego Botanic Garden Exgan.

The Capital Program also includes $9.8 milliontfee Edgemoor Development Fund to pay debt
service on the 2005 and 2006 Edgemoor CertificateBarticipation and other costs to improve the
Edgemoor property.

Finance Other— includes a recommended net decrease of 6.998106 $nillion from the Fiscal
Year 2012-13 Adopted Budget. Many of the approjes in this group vary little from year to yeautb
some appropriations reported here are one-timeandluctuate significantly. In the Fiscal Year 3614
Recommended Budget, the General Fund contributiothé¢ Capital Program continues to include
appropriations for MSCP of $10.0 million, for a nélpine Library of $9.8 million, for a new Imperial
Beach Library and to improve the connectivity witie Imperial Beach Community Center of $8.4
million, for the Lake Morena Electrical Upgrade $#.0 million, for acquisition related to the Sanit.u
Rey River Park of $3.1 million, for the Assessod&eler/County Clerk (ARCC) El Cajon Branch Office
Building to replace the existing facility of $5.0llon, for the San Elijo Gateway Property Acquisit of
$1.8 million, for the San Diego Botanic Garden Aisgion of $1.0 million, for the 4S Ranch Synthetic
Turf South Ball Fields of $2.5 million. In additiplease payments for certain long-term lease diidiga
have decreased by $4.6 million as a result of dse®in certain scheduled leases partially offgehé
start of a lease payment for the 2012 Cedar & Ketrevelopment Project.

Impact of the May Revision to the Fiscal Year 20134 Proposed State Budget on the County’s
Fiscal Year 2013-14 Recommended Budget

On May 14, 2013, the Governor released his May &@avito the 2013-14 Proposed State Budget
(the “May Revision”), which projects Fiscal Year12013 revenues and transfers of $98.19 billioraltot
expenditures of $95.69 billion and a year-end sigrpf $850 million (net of the $1.66 billion defiéiom
Fiscal Year 2011-12), of which $618 million would keserved for the liquidation of encumbrances and
$232 million would be deposited in a reserve fooremmic uncertainties. The May Revision projects
Fiscal Year 2013-14 revenues and transfers of $33ilRon, total expenditures of $96.35 billion aad
year-end surplus of $1.73 billion (inclusive of thejected $850 million State General Fund balaage
of June 30, 2013 which would be available for Ristear 2013-14), of which $618 million would be
reserved for the liquidation of encumbrances and Bhillion would be deposited in a reserve for
economic uncertainties. See “State Budget fordrisear 2013-14 - May Revision to the Fiscal Year
2013-14 Proposed State Budget.” herein.

The May Revision provides for continued funding f¥11 Public Safety Realignment (“2011
Realignment”) from sales tax and Vehicle Licenseedrewhich revenues are deposited into the
Community Corrections subaccount. For Fiscal Ye2it3214, the County's percentage share of these
revenues remains 7.02%. The amounts received o hdate been sufficient for the County to address
current required costs related to 2011 Realignmiém. May Revision projects a lower level of sabes t
revenue from what was projected in Fiscal Year 204 ®roposed State Budget in January 2013. Actual
state revenue will impact the funding for 2011 Reahent and will not be known until the fall of 201
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The county allocation formulas set forth in apdileaState statute will expire at the end of Fistaar
2013-14.

The May Revision also proposes a state-based agproa Medi-Cal expansion wherein the
State will focus on expanding Medi-Cal on the statel while ultimately shifting certain human siees
program responsibilities to counties. The expangibrMedi-Cal on the State level is anticipated to
produce savings at the local level which will bdirected through a financial mechanism that wilyrl
revenues with actual costs expended at the logel. & he savings will be used to support Statéscasd
will ultimately be redirected to support human $egg programs that will be realigned to the loeakl.
The revenues that are subject to this mechanisimdecurrent health realignment dollars, which antou
is $80 million for the County. Examples of thosertan services programs that will be realigned at the
local level include CalWorks, CalWorks-related dhilare programs and CalFresh administration costs.
The County is working with its state associatiamsvork with the State Administration in developiag
alternative proposal.

Fund Balance and Reserves Policy

The County’s Fund Balance and Reserves Policy ‘({Humnd Balance and Reserves Policy”)
establishes guidelines regarding the maintenanéendf balance and reserve levels in the Generadl.Fun
Pursuant to the Fund Balance and Reserves Polibjec to a waiver of all or a portion of such pyli
by the Board of Supervisors, the County will maimtaa Commitment for Unforeseen Catastrophic
Events (the “Commitment for Unforeseen Catastrofvients”) with a targeted amount equivalent to 5%
of the total budgeted General Purpose Revenuertd kegally declared emergencies; a Contingency
Reserve (the “Contingency Reserve”) with a targetetbunt equivalent to 2% of the total budgeted
General Purpose Revenue to fund unanticipated refettie County or offset revenue shortfalls during
the Fiscal Year; and a General Fund Minimum Funthiae for Economic Uncertainty (the “General
Fund Minimum Fund Balance for Economic Uncertaihtgt the targeted level of 10% of the total
budgeted General Purpose Revenue. In the eventhbaCommitment for Unforeseen Catastrophic
Events, the Contingency Reserve or the Minimum FBathnce for Economic Uncertainty fall below
their targeted levels, the CAO will present a plarthe Board of Supervisors for restoration of &hos
levels.

The Commitment for Unforeseen Catastrophic Eve@tmtingency Reserve and the General
Fund Minimum Fund Balance for Economic Uncertaitdyals set forth in the Fiscal Year 2013-14
Recommended Budget exceed the County’s 17% FurehBaland Reserves Policy target. The General
Purpose Revenue in the Fiscal Year 2013-14 ReconedeBudget totals $978.0 million. For Fiscal
Year 2013-14, the Commitment for Unforeseen Caiphkic Events is budgeted to remain at $55.5
million, exceeding the reserve requirement of $48iBion; the Contingency Reserve is budgeted to
remain at $20.0 million, exceeding the target leak$19.6 million; and the General Fund Minimum
Fund Balance for Economic Uncertainty will also eamat $100.0 million, exceeding the target leviel o
$97.8 million. See also “— Budget and Financiakifan of the County” and “— County’s 2013-14
Recommended Budget and the Operational Plan” herein

Other Operational Impacts

Bacterial Total Maximum Daily Loads ResolutionThe San Diego Regional Water Quality
Control Board (“RWQCB”") adopted a resolution emtitlthe Bacterial Total Maximum Daily Load
Resolution (“Resolution”) that became effectiveAipril 2011. The Resolution impacts eight watershed
within the region, requiring that water quality bfghly urbanized watersheds be returned to pre-
development levels within eight years for dry weatbonditions and 18 years for wet weather comnastio
Along with other local agencies, the County shaesponsibility for six of these eight watershede
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RWQCB has indicated its intention to enforce thedRetion by incorporating its requirements into the
San Diego Regional Municipal Storm Water PermiteffRit”). While the County continually works to
improve water quality, the Resolution includes iegments that are very expensive to achieve, and ma
not be attainable. The County is urging the RWQ©BmMake the goals of the Resolution more
reasonable. It is unknown, until the applicablaltenaximum daily loads (“TMDL") plan is reviewed i
2016, whether the RWQCB will revise the requireraenit the Resolution. The County’s share of the
estimated 20-year compliance costs for the six nghégls are estimated between $286 million and $567
million over the remaining 18 years left in the &ar compliance period provided in the Resoluti@m
average, the annual cost to the County would badaitional $16 million to $31 million. The first
compliance milestone for the Resolution is a lcadlction plan for each of the watersheds. The Goun
currently is only required to submit load reductiplans for three of the six watersheds within the
affected jurisdiction. The County submitted a msgd Comprehensive Load Reduction Plan (“CLRP”)
for the three impacted watersheds to the RWQCEhbyQctober 4, 2012 deadline. The proposed CLRPs
will state that the responsible agencies are orgpared to implement the actions identified in prans

as existing resources allow. The RWQCB has isSemtative Order R9-2013-0001, and has held
hearings on the proposed Order, which would cartstithe new NPDES Municipal Stormwater Permit
(the “New Permit”) for the Counties of San Diegaa@ge and Riverside. The RWQCB voted to adopt
the New Permit after a continued hearing at its Mag013 meeting. The New Permit incorporated the
bacteria TMDL provisions, making them enforceatidigations unless appealed and modified. On May
15, 2013 the Board of Supervisors authorized anirsidtrative appeal of the New Permit to the State
Water Resources Control Board.

Budget Control Act of 201PRursuant to existing federal law automatic spemndints to federal
defense and other discretionary spending (refdoed “sequestration”) became effective as of Mdrch
2013 and will continue until further action is takéy Congress. While specific impacts to County
operations and finances is unknown, the Countyicoes to monitor as more detailed information is
provided.

Teeter Plan

In Fiscal Year 1993-94, the County adopted therradtitve method of secured property tax
apportionment available under Chapter 3, Part 8isidn 1, of the Revenue and Taxation Code of the
State of California (also known as the “Teeter Bla his alternative method provides for fundirach
taxing entity included in the Teeter Plan withtittal secured property taxes during the year tkestare
levied, including any amount uncollected at Fiséahr end. Under this plan, the County assumes an
obligation to advance funds to these entities teec@xpected delinquencies. The County’s general fu
benefits from future collections of penalties amteiest on delinquent taxes collected on behalf of
participants in this alternative method of appamient. The County has not issued Teeter Notesntd f
delinquencies since June 15, 2006 and there arentlyrno plans to issue Teeter Notes in the future

Temporary Transfers

Section 6 of Article XVI of the California Constttan provides for temporary transfers of funds
by the Treasurer-Tax Collector of the County (therhporary Transfers”; such transfers are referoed t
as Treasurer’'s Loans from time to time) to coverssterm operational deficits occurring as a resfilt
imbalances between receipts and expenditures. Thlfo@ia Constitution prohibits Temporary
Transfers by participants of the Treasury Pool dimedefined) (including the County) after the last
Monday of April of each Fiscal Year, and in amouirisexcess of 85% of the anticipated revenue
accruing the Treasury Pool participant. Treasurgl Participants may utilize Temporary Transfersro
time to time for various purposes. A Temporary Bfan must be repaid from the Treasury Pool
participant’s first revenues received thereafteiotseany other obligation and thus, in the casehef
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County, would have a priority over the County’s gext fund debt obligations. The County has not
received any Temporary Transfers in the past tansye

San Diego County Employees Retirement Association

The following information concerning the San Diggounty Employees Retirement Association
(the “Association”) has been excerpted from publevailable sources, which the County believeseto b
accurate, or otherwise obtained from the Assoaatibhe Association is not obligated in any marfoer
payment of debt service on the Tax and Revenuecifsation Note Program Note Participations, Series
2013 (the “Note Participations”) described in tbheepart of the Official Statement, and the asskthe
County’s pension plan are not available for sucpnmnt. The Association issues publicly available
reports, including its financial statements, regdisupplementary information and actuarial valumtio
for the herein described pension plan and retirealthh plan. The reports are available on the
Association’s website:  http://www.sdcera.org/inmaesnts.htm.  Information on such site is not
incorporated herein by reference.

General

The Association, which was established July 1, 193®er provisions of the County Employees
Retirement Law of 1937 (the "Retirement Law”), adisiers the County’'s cost-sharing multiple-
employer defined benefit pension plan covering wrtiglly all compensated employees of the County.
Benefits under the County’s pension plan are pafthite amounts, derived from a formula based ga, a
service credit and levels of compensation, as ked by the Association in accordance with appliea
law and agreements. As of June 30, 2012, there W@457 active members, 15,166 retired members
and beneficiaries and 5,039 deferred members. rizefenembers are those members whose employment
has terminated with a participating employer ana Wit their respective retirement contributionghwi
the Association. The system operates on a fiseat fpasis, with its year ending June 30. The pansi
system currently has four tiers and provides netinat, disability, death and survivor benefits ® it
General and Safety members. Tier A (with 14,73@anembers as of June 30, 2012) and Tier | (with
31 active members as of June 30, 2012) are clasedw entrants, and Tier Il was eliminated for\ati
members. Tier B became effective on August 2892@M0d on January 1, 2013, Tier C became the
current open plan for all newly hired employeeser T was implemented by the County pursuant to
PEPRA. See “County of San Diego Employees — Natgti Retirement Amendments” herein for a
description of modifications to the benefit tiefieetive August 28, 2009 and January 1, 2013.

The County is one of the employers that particippatine Association. In addition to the County,
participating employers include the San Diego Siop&ourt (the “Court”), the Local Agency Formation
Commission and the San Dieguito River Valley Jétowers Authority. The County and these other
participating employers are collectively referredherein as the “Employers” and contributions te th
Association made by such Employers are referrdtbtein as “Employer Contributions”. The County is
obligated to make approximately 91% of the annuapByer Contributions to the Association and the
other participating Employers are obligated to ma@proximately 9% of the annual Employer
Contributions to the Association, based on tharedtd relative percentage of payroll of the Cowantgl
the other participating Employers for Fiscal Ye@ll?-12. Separate from the Employers, the San Diego
County Office of Education (the “Office of Educatip has approximately 9 retirees who participate in
the Association’s retirement plan and receive hbs)ebut no longer makes contributions to the
Association. Retirement benefits for these 9 eesrare funded by contributions previously madéhby
Office of Education.
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General Funding Practices of the Association

Introduction. The Retirement Law requires the Association tmmission an actuarial valuation
and an experience study at least every three ydars.the Association’s policy to conduct an actal
valuation at least every three years; the Assaxiaipractice has been to conduct an actuariakvialu
on an annual basis as of June 30 of each yearhvidithe end of the Association’s fiscal year. The
valuation must be completed by an Enrolled Actuaoyering the mortality, service, and compensation
experience of the members and beneficiaries, anst ewvaluate the valuation assets and actuarially
determined liabilities of the Association. The Ratient Law requires the Retirement Board of the
Association (the “Retirement Board”) to recommeadhie Board of Supervisors and the other Employers
such changes in the rate of contribution by the léygrs and members, and in the County’s and theroth
Employers’ appropriations as necessary. Once #tedrent Board recommends any such changes, the
Retirement Law requires the Employers (including @ounty) to implement such changes. The most
recent actuarial valuation is as of June 30, 2@it@pared by The Segal Company, the Association’s
actuary (the “Actuary”).

Normal Cost and UAAL and its CalculationCurrently, the Association uses the “entry age
normal actuarial cost method” to calculate the Eaypis’ annual rates of contribution. The actuayiall
required contribution has two components, the “raraost” and the amortized amount of the unfunded
actuarial accrued liability (“"UAAL”). Normal cosepresents the portion of the actuarial presentevaf
the benefits that the Employers and their respecémployees will be expected to fund that are
attributable to a current year's employment. Thewad cost contribution amount is calculated based o
set of actuarial assumptions about future evertaipég to the amount and timing of benefits topladd
and the accumulation of assets to pay the ben€fitgently the normal cost for the General and gafe
membership groups is calculated on an aggregate twasaking the present value of future normatgos
divided by the present value of future salarieslitain a normal cost for all employees coverechat t
membership group. At the May 2, 2013 meeting, teérBment Board adopted the recommendation of
the Association’s actuary to modify the calculatadirentry age normal actuarial cost from an aggeega
basis to an individual basis. Beginning with tleeuarial valuation for Fiscal Year ending June 3W1 3,
the normal cost for each membership group will #lewdated by summing up the individual normal costs
for each member covered in that membership grought applicable year. The UAAL may increase or
decrease as a result of changes in actuarial assmsipor methods, statutory provisions, benefit
improvements and other experience which differgnfriinat anticipated by the actuarial assumptions.
There is a lag between the point in time at whlah actuary completes the actuarial valuation aed th
date that the contribution rates calculated invdeation go into effect. This lag is typically h@nths.
For example, the recommended contributions condiciimehe actuarial report as of June 30, 2012 apply
to contributions to be made by the County and theroEmployers for the Fiscal Year beginning July 1
2013.

The UAAL calculation is necessary to determine lsmifficient the assets in the Association are
to fund, as of the date of calculation, the accroests attributable to currently active, deferrested
members and retired members. The funding suffogientypically expressed as the ratio of the viatue
assets to the actuarial accrued liabilities. & #ttuarially calculated funding level of a planess than
100%, the plan has a UAAL. The UAAL is determirngdcomparing the actuarial assumptions made to
actual experience. Examples of the data that aé msthis process are the assumed (versus actiied)
of earnings on the assets of the plan, pay incseése current employees, disability retirements,
retirement ages of active employees, and post-emdot life expectancies of retirees and benefiegri

When measuring assets for determining the UAAL, ynaension plans, including the

Association, “smooth” gains and losses to reducktiity. For example, if in any year the actual
investment return on the Association’s assetsvitor higher than the actuarial assumed ratetafrre
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(which is currently 7.75%, net of expenses), tHendhortfall or excess, together with other expege
gains or losses, is smoothed or spread over ayéae-period. The impact of this will result in an
actuarial value of assets which is lower or highan the market value of assets depending uporhehet
the remaining amount to be smoothed is either ayaiet or a net loss. At its May 2, 2013 meeting, th
Retirement Board adopted the recommendations pgeabdny the Association’s actuary to make a one-
time adjustment to the asset smoothing method mobote deferred investment gains and losses as of
June 30, 2012 for the June 30, 2013 actuarial tialua The net deferred investment loss of
approximately $170.6 million will be recognized ovie next four and a half years. Smoothing sweth n
loss over this same period results in approximady.9 million in investment loss being recognized
annually.

Further, various plans use different amortizatiariqus for paying off (or “amortizing”) a
UAAL. The amortization of the UAAL represents therrent year’s portion of the unfunded accrued
costs (.e., the UAAL) attributable to past years’ employmeéabme plans use rolling periods and others
use “fixed” periods, such as a 30-year fixed perindaning that the actuarially required contribuiio a
particular year would be the unfunded actuariakaed liability amortized over the remaining yeans i
the fixed period. On June 17, 2004, the RetirerBarard changed the Association’s amortization period
from a 15-year rolling amortization period to ay&ar fixed layered amortization period.

The 20-year fixed layered method of amortizing &AL amortizes each year's change in
UAAL over a new 20-year period. Accordingly, theciease or decrease in UAAL from the current
year's actuarial valuation began a new 20-year @imadion schedule and the prior year increase or
decrease in UAAL has 19 years remaining on its @fryamortization schedule. As with other
assumptions, the Retirement Board may change tlogtiaation period from time to time, which would
result in the Employer’s contributions to the Agation in a particular year being higher or lower.

Investors are cautioned that, in considering theouarh of the UAAL as reported by the
Association and the resulting amounts of requireatributions by the County and the other Employers,
this is “forward looking” information in that it fiects the judgment of the Retirement Board and the
Association’s actuary as to the amount of assetshathe Association will be required to accumulite
fund future benefits over the lives of the currgrdttive employees, vested terminated members and
existing retired members. These judgments aredbagen a variety of assumptions, one or more which
may prove to be inaccurate or be changed in theduand will change with the future experiencéhef
Association.

Demographic AssumptionsThe Retirement Board and the Association’s agtuarview the
various demographic assumptions that are emplayeghlculating the normal cost rates against actual
experience at least every three years. The Assatiiactuary last presented an experience studyeo
Association on April 19, 2013 with respect to réswds of July 1, 2009 through June 30, 2012. The
Association’s actuary recommended changes to neassumptions, including the assumed future merit
and longevity pay increases for current employgesassumed rates of disability, the assumed neging
ages of active employees, the assumed ordinandrsitval and vested termination rates, and the post-
employment life expectancies of retirees and beizeies. At its May 2, 2013 meeting, the Retiretmen
Board adopted the recommendations presented byAdbeciation’s actuary. The set of assumptions
approved by the Retirement Board will be used tepare subsequent actuarial valuation reports,
beginning with the report for the year ended Juhe2B13. The next experience study is expectdubto
conducted in 2016 with respect to results as of Iu2012 through June 30, 2015.

Economic Assumptions.The Association’s actuary prepares a review anemic actuarial

assumptions every three years in conjunction with demographic study. At the April 19, 2013
Retirement Board Retreat, the Association’s actuprgposed new economic assumptions. The
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Association’s actuary recommended a reduction efdhrrent annual investment return assumption of
8.00% to 7.75%, a reduction in the assumed infiatip salary rate from 3.50% to 3.25%, no change in
the assumed “across the board” salary assumptidn76f6 and a change to the combined inflationary
and real “across the board” salary increase assomfsom 4.25% to 4.00%. These assumptions will be
used to prepare subsequent actuarial valuationrtsgplmeginning with the report for the year ended
June 30, 2013. The next economic assumptionswesi@xpected to be conducted in conjunction with
the next demographic experience study, which, sednabove, is expected to occur in 2016. The Gount
cannot predict at this time the further recommeindatto be made by the Association’s actuary, the
Retirement Board's determinations with respectdteeand their potential effects on the Associagon’
assets and liabilities or the contributions to enby the County, other employers and their resgec
employees.

Funding Status of the Association

Current Status As of June 30, 2012, the date of the most reaetutarial valuation report, the
valuation value of assets of the Association wagz@pmately $8.607 billion and the actuarial accrue
liability was approximately $10.943 billion, resaly in a funded ratio of approximately 78.7% and an
UAAL of approximately $2.336 billion on a valuatimalue of assets basis. By comparison, the funded
ratio as of June 30, 2011 was 81.5%, reflectingat#n value of assets of approximately $8.542dui|l
actuarial accrued liability of approximately $10348illion and the UAAL of approximately $1.940
billion. See Table 9 — Historical Funding Statulhe decline in the funded ratio reflects, amortgeot
things, the recognition of a portion of prior yéanwvestment losses. The total unrecognized imiest
loss as of June 30, 2012 was $170.6 million, whictount will be recognized in the determinationtf t
actuarial value of assets for funding purposes tlvernext five years, to the extent it is not dffeg
recognition of investment gains derived from futesegerience. The actuarial value of assets and the
UAAL may increase or decrease based on investnesnits of the Association being above or below the
actuarially assumed rate of return of 7.75% pemueanas a consequence of increases or decreases in th
securities market. Based on the foregoing, earthiegassumed rate of investment return of 7.75% per
annum on a market value basis will result in inwvesit losses on the actuarial value of assets and an
increase in the County’s contribution requiremeéntsach of the next five years as the investmesgds
are recognized. No assurance can be given thaictivarial value of assets of the Association noit
materially decrease. The Association reportedta fwortfolio market value of net pension assets of
$8.521 billion as of June 30, 2012, compared td&®.billion as of June 30, 2011, a $0.338 billion
increase in net assets or a 5.46% return on th&emaalue of pension assets. Table 10 — Prosgectiv
Funding Status of the Association below reflects phojected funding status through Fiscal Year 2018
19. These projections are based on certain assamsptincluding achieving a 7.75% return on
investments described herein. As of March 31, 2618 Association reported a total portfolio market
value of net pension assets of $9.3 billion, arréase of approximately 9.7% since June 30, 2012.
Investment results may help mitigate the mateuiaksse effect of the losses experienced in FisearY
2008-09 on the actuarial value of the assets,uhddd ratio and the employer contributions begigiiin
Fiscal Year 2011-12. The impact of the Fiscal Y2a08-09 losses and the current demographic and
economic assumptions is illustrated in Table 10respective Funding Status of the Association below.
See “County Financial Information — San Diego CguBmployees Retirement Association — General
Funding Practices of the Association — Normal Gost UAAL and its Calculation” herein.

Historical Funding StatusTable 9 below sets forth for each of the ten yeaded June 30, 2012
the amount of the total Employer Contributions &mdployer Offsets made by the County and the other
Employers. The contribution amounts are basechemtarket value of the pension assets, the vatuatio
value of the pension assets, the actuarial acdiabdity of the pension system, the UAAL and the
funded ratio of the Association as of the end ef $bcond preceding fiscal year, which are set fiorth
Table 9 below.
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HISTORICAL FUNDING STATUS

TABLE 9

Valuation Years Ended June 30, 2001 through 2012 dn
Fiscal Years Ended June 30, 2003 through 2014

($ In Millions)

Valuation Net Market Valuation Actuarial
Date Value of Value of  Accrued Funded Fiscal Employer Employer

(June 30)  Assets Assets Liability UAAL @ Ratio Year Contribution®  Offsets?
2001 $ 38169 $3,7456 $35068 $ (238.8) ame. 2003 $ 129 $ 53.9
2002 3,533.6 3,831.3 5,078.1 90894 82.59% 2004 195.69 55.2
2003 4,103.3 4,417.8 5,853.1 1,438% 75.89% 2005 260.6Y 56.1
2004 5,508.6 5,166.8 6,369.5 1,262.7 81.1® 2006 243.9 58.8
2005 6,358.5 5,612.3 6,990.7 1,378.4 80.3 2007 2658, 62.3
2006 7,330.9 6,263.0 7,495.3 1,232.3 83.6 2008 &36. 68.7
2007 8,444.5 7,250.4 8,082.5 832.1 89.7 2009 219.6 71.6
2008 8,408.0 8,236.9 8,722.3 485.4 94.4 2010 i89.5 68.4
2009 6,192.0 8,413.1 9,198.6 785.6 91.5 2011 585 4 68.4
2010 6,878.2 8,433.3 9,999.2 1,565.9 84.3 2012 1274. 61.0
2011 8,182.9 8,542.3  10,482.7 1,940.4 81.5 2013 6896 42.0%
2013% 8,436.9 8,607.5  10,943.2 2,335.7 78.7 2014 380.0 43.0%?

@

(©)

4)

®)

(6)
@)
®)
(©)
(10)
(11

(12)
(13)

the Association in accordance with the applicaldiarial valuation, the Employers also have agreed

(S)ource: The County.
1

Negative numbers represent an actuarially accsugalus.

These contribution amounts reflect the aggregatéribution amount of all Employers and not onlgttlef the County. In
each year the amounts indicated under the colummgidyer Contribution and the Employer Offsets whesed on the
valuations as reported in the actuarial valuatiated as of the end of the second preceding yeadehuhe 30 (as set forth
in the table). The County share of Employer Contidns and Employer Offsets are estimated to becsiypately 91.0%
based on the estimated relative percentage of bayrdhe County for Fiscal Year 2011-12. See “@GtyFinancial
Information — San Diego County Employees’ Retiretrisssociation — General” herein.

From June 30, 2001 to June 30, 2003, a numberenite adversely affected the UAAL and the fundeib rincluding, but
not limited to, (1) effective March 8, 2002, thedd of Supervisors increased retirement benefitsafbive employees
which in turn increased actuarially determined iliabs, (2) investment results of the Associatiarere below the
actuarially assumed rate of 8.25% per annum asnaecmience of declines in the securities marketth@)Association
adjusted several demographic assumptions based@gukar experience study conducted by its acttizay evaluates the
reasonableness of the Association’s assumptionsimplmented those in the actuarial valuation resr of June 30,
2003; (4) the Association ceased including amoimtthe Undistributed Reserve (as defined hereinyadgation assets
when calculating the Association’s UAAL; and (5)viddions occurred between actual experience ansetlassumptions
used in calculating the UAAL.

The UAAL and Funded Ratio indicated for the Fis¢ahr ended June 30, 2002 are those calculated Dctober 2002
actuarial valuation. The October 2002 actuariali&abn report reflected the contribution by the Giyuof $550 million of
proceeds of the 2002 POBs to the Association ooliect3, 2002.

Employer Contributions do not include any of tlmeoants contributed by the County from the procegfdfie issuance of
the POBs in the indicated Fiscal Years. Howevechsamounts are reflected in the UAAL and FundeddRabf the
Association as of the end of such Fiscal Years.

Includes $235.1 million of required contributigoisis an additional discretionary contribution ofi$2 million.

Includes $203.7 million of required contributigolsis an additional discretionary contribution oB%tmillion.

Includes $231.3 million of required contributigolsis an additional discretionary contribution o6%2 million.

Includes $188.4 million of required contributigulsis an additional discretionary contribution of %nillion.

Includes $205.8 million of required contributiguiss an additional discretionary contribution oB¥million.

Employer Contributions for Fiscal Year 2013 andchi Year 2014 are from the valuation reports dagedf the end of the
second preceding year ended June 30 as reflectad table.

Estimated.

Reflects market value of assets net of non-valnatserves.

Employee Contributions Paid by the Employets. addition to making annual contributions to

pursuant to the collective bargaining arrangemetitts their employee unions dating back to 19824y p

A-28



a portion of the employees’ required contributiortie Association (these payments by the Employers
are referred to herein as the “Employer Offset$dr non-safety employees, the Employer Offsetgean
from 3% to 9.5% of their salary, and for safety &ypes the Employer Offsets range from 2.75% to
16.73% of their salary. In most instances, the athafi Employer Offsets will be less than the total
required employee annual contribution. See “CouRiyancial Information — San Diego County
Employees Retirement Association — Historical FogdiStatus” herein for information regarding
payments by the Employer of Employer Offsets faheaf the ten years ending June 30, 2012. See “The
County — County of San Diego Employees — NegotidRatirement Amendments” herein for a
description of negotiated changes to the Employ&set® effective July 1, 2011.

Prospective Funding Status of the Association

Table 10 below sets forth projections by the Asstbmn’s actuary relating to future Employer
Contribution amounts, Employer Offsets, UAAL, andded ratio. The information contained in this
table, and the related assumptions, are “forwandf@” in nature and are not to be construed as
representations of fact or representations thdadh the various tabular information shown will the
correct amounts for the years indicated. Rathese reflect good faith estimates by the Associatio
actuary and the Association, taking into accountadgety of assumptions, a number of which are
discussed herein. The County cannot predict whetiee Association will achieve its assumed rate of
return in the current or future years. Accordingbyospective investors are cautioned to view these
estimates as general indications of orders of niageiand not as precise amounts. Table 10 retleets
May 2, 2013 action by the Retirement Board adopdirnig75% investment return. The projections herein
have been updated since the posting of the PradimiOfficial Statement dated May 24, 2013, to fle
the anticipated effects of certain of the otherngjes adopted by the Retirement Board on May 2, 2013
described in “General Funding Practices of the Aisgimn” herein.

TABLE 10
PROSPECTIVE FUNDING STATUS OF THE ASSOCIATION
Fiscal Years Ended June 30, 2013 through 2021

($ In Millions)
Valuation

Fiscal Employer Employer Date
Year Contributions @®  OffsetdV@® (June 30) UAAL Y@®  Fynded RatidV®
2013 $ 327 $ 42 2011 $ 1,940 81.5%
2014 360 43 2012 2,336 78.7
2015 421 45 2013 3,655 77.5
2016 439 47 2014 2,694 78.4
2017 454 49 2015 2,686 79.6
2018 470 51 2016 2,659 80.8
2019 485 53 2017 2,593 82.2
2020 499 56 2018 2,487 83.8
2021 512 58 2019 2,359 85.4

Source: The Segal Company.

@ Employer Contributions and Employer Offsets fosdal Year 2013 and Fiscal Year 2014 are from theatian reports

dated as of the end of the second preceding ye@deiune 30 as reflected in the table.

The following assumptions have been applied iparag the foregoing estimates:

@  Reflects the economic and non-economic assumptiolopted by the Association Board for the June 30,32
valuation and all future valuations.

(Table continued on subsequent page.)

@
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(Table continued from prior page.)

The financial impact of changing the investment return assumption to 7.75% was modeled on the June 30, 2012
valuation, with the resulting impact on the Actuarial Accrued Liability (AAL) and Normal Cost (NC) applied
proportionately to the projected AAL and NC as of June 30, 2013. For the June 30, 2012 valuation, changing the
actuarial assumptions resulted in a 2.2% increase in AAL (1.7% of payroll when the increase in AAL is amortized over
20 years), a 2.3% increase in employee NC (0.2% of payroll), and a 3.3% increase in employer NC (0.5% of payroll).

®  Under the Board's asset smoothing method, if the actual return on market value of assets is above/below the assumed
expected return on market value of assets, the difference between the actual and the expected return will be recognized
over a five year period. There was a total of $170.6 million in unrecognized investment loss as of June 30, 2012.

On May 2, 2013 the Association Board adopted an ad hoc adjustment to combine all the $170.6 million in net deferred
investment losses and recognize one-ninth of the amaent §18.95 million) in each of the six-month periods
following July 1, 2012.

©  All of the actuarial assumptions that were approved for use with the June 30, 2012 and then the June 30, 2013 and
subsequent valuations would be met in the future.

@ In projecting the payroll, the Actuary assumed that the estimated Fiscal Year 2012-13 payroll of $1,052.4 million used
in the June 30, 2012 actuarial valuation will increase by 4.0% per annum (3.25% inflation plus 0.75% across-the-board
salary increase) based on the recently adopted economic assumptions for the June 30, 2013 valuation.

©  The Employer Offsets (the County’s pickup of member contributions) reflect negotiated offset savings in the current
bargaining agreements which are reflected in the County’s Fiscal Year 2012-13 Adopted Budget and the County’'s
Fiscal Year 2013-14 Recommended Budget. The actuarial assumptions that these costs will increase by 4.0% per year
is reflected. This is a simplifying assumption as the actual Employer Offsets amount is governed by bargaining
agreements with employee groups and actual membership demographics.

®  The County adopted a new General Tier B and a new Safety Tier B plan for members hired on or after August 28,
2009. These new Tiers have since been superseded by the less expensive Tier C plans required under PEPRA for
members hired on or after January 1, 2013. There will be a gradual reduction in the employer's aggregate normal cost
as a bigger portion of the Association’s active workforce is covered by the less expensive plans. The cost reductions
are reflected in the projections.

©  The Retirement Board will not restore the 1% Contingency Reserve until after the Association has Available Earnings
remaining after crediting interest to all valuation reserves.

™ The projections use the individual Entry Age method recommended by the Association's actuary, which is different
from the current aggregate version of the Entry Age actuarial cost method; the change to the individual Entry Age
method would result in a 3.2% increase in the employer normal cost (0.5% of payroll). This recommendation has not
yet been adopted by the Association Board.

The County is obligated to make approximately 91% of the annual Employer Contributions to the Association and the other

participating employers are obligated to make approximately 9% of the annual Employer Contributions to the Association,

based on the estimated relative percentage of payroll of the County and the other participating employers for Fiscal Year

2011-12.

In each year the Employer-Required Contribution and the Employer Offsets will be based on the UAAL as reported in the

actuarial valuation dated as of the end of the second preceding year ended June 30 as reflected in the table.

®

4)

Investment

General. The Retirement Law and the California Constitution grant the Retirement Board
exclusive control over the investment of the Association’'s assets. The Retirement Law and the
Constitution provide general guidelines which generally require the Retirement Board to manage the
investments for the purpose of providing benefits to members, minimizing Employer Contributions, and
defraying the reasonable expenses of administering the Association. The Retirement Law and the
Constitution further require the Retirement Board to manage the Association’s investments prudently and
to diversify investments in the manner and to the extent it deems appropriate. See “County Financial
Information — San Diego County Employees Retirement Association — Investment — Investment Policy”
below.

In 2009, the Retirement Board retained as its portfolio strategist Integrity Capital LLC (“Integrity
Capital”), a consulting firm led by Lee Partridge, pursuant to a 39-month contract with two two-year
extensions. The portfolio strategist serves as the Association’s outsourced chief investment officer.
Effective November 17, 2010, the ownership of Integrity Capital was acquired by Salient Partners, L.P.
(“Salient”), an investment management firm based in Houston, Texas. Under this new ownership, and
with the additional resources Salient provides, Integrity Capital has continued to perform under its
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existing contract with the Association accordingtsooriginal terms. In addition, Lee Partridgetioues
to serve as the Association’s portfolio strategist.

The Board has considered different investment mamagt service models, including options
that call for a division of responsibility as torics asset classes between internal and outsidenees.
A final decision has not yet been reached on whettral if so how, the Association’s current investin
staffing model will change.

Investment Policy The Retirement Board has adopted an investmelitypstatement, last
revised in July, 2010, and related policies thatirseestment return and risk objectives and proviate
extensive guidelines with respect to the diveratfan of assets, the appropriate securities, lendin
securities, commission recapture, value-addedesgjied, proxy voting, and corporate governance sssue
The Association’s assets are diversified acrosst atssses, including equity, fixed income and esshte
assets, and within asset classes. Table 11 beadtsvferth the Association’s current asset allocatio
policy (the “Asset Allocation Policy”), effectivesaof July 1, 2010. The asset allocation policy is
managed and monitored by the Association’s staitf wie assistance of external investment conssltant
That total investment portfolio was $8.408 billias of June 30, 2008, $6.192 billion as of June2809,
$6.878 billion as of June 30, 2010, $8.255 billamof June 30, 2011, $8.518 billion as of June28?
and $9.427 billion as of March 31, 2013.

TABLE 11
SAN DIEGO COUNTY EMPLOYEES RETIREMENT ASSOCIATION
ASSET ALLOCATION POLICY ®

Percentage Limits

Asset Class Benchmark Target Min. Max.
Global Developed Equities MSCI World Net Index 20%15%  25%
Emerging Market Equities MSCI Emerging Markets de 5 2 10
High Yield ML High Yield Master Il 5 2 10
Private Equit{?’ 10 5 15
Russell 3000 + 3%
Total Growth Oriented Assets Weighted Average bE@uponents 40 24 60
Emerging Market Debt JP Morgan GBI — EM Global Dsrked
(Unhedged) 10 5 15
US Treasuries Barclay’s 10-year UST Futures Ifdex 40 20 60
Global Macro 2/3 HFRI Macro + 1/3 Barclays CTA loels 10 5 15
Relative Value Three-Month Treasury Bills + 2% 10 5 15
Total Stable Value Assets Weighted Average of Sybmoents 70 35 105
Treasury Inflation Protected Securities  Barclayapital U.S. TIPS 5 2 15
Real Estat@ 10 5 15
NCREIF NPI
Natural Resources and Other Real 1/3 GSCI + 1/3VTiP + 1/6 S&P
Assets Materials Index + 1/6 S&P/TSX Materials
Composite Index 10 5 15
Total Inflation-Sensitive Assets Target Weighteerédge 25 12 45
Total Fund Weighted Average of Subcomponents _ 135

Source: San Diego County Employees Retirementaatson.

@ The benchmark for the cash backed portion of thgelr Treasury futures allocation will include tieéurn on three-month
Treasury bills in addition to the Barclay’s 10-y&artures Index.

@ Returns for the privately invested portions of thal estate, private equity and real asset paalill be lagged by one
quarter and compared to their respective benchnetukns for the same period.
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The 7.75% assumed rate of return most recentlytaddpy the Retirement Board and applicable
to the projection of the Association’s assets aaliilities is lower than the expected compound ahnu
passive return of the Association’'s Asset AllocatiBolicy, which is 8.2%, as calculated by the
Association’s Investment Consultant in February20The passive rate of return is the rate thatldvou
be earned if invested in passive index funds feelected asset allocation, e.g. funds allocatedSo
Equities would be invested in a S&P 500 Index fasda passive equivalent. The investment return
assumption of 7.75% recommended by the Actuanased on a number of assumptions, including the
average assumed passive rate of earnings by dasstfoom a sample of investment consultants to
several public pension funds including the Assammes$ investment consultant, and then applied ® th
Association’s asset allocation policy portfoliorof 2006 through 2009, the Retirement Board eleicted
maintain the assumed rate of earnings at 8.25%hforapplicable fiscal year, a rate acceptable ¢o th
actuary, in part because the active managemenfofporstrategy of the Association, including the
application of the Alpha Engine strategy, which Association no longer uses, historically yieldatkes
of earnings substantially higher than the ratesmeuended by the Actuary. From 2010 through 2012,
the Retirement Board used an assumed rate of refl89%. See “County Financial Information — San
Diego County Employees Retirement Association -tdfiisal Investment Return”.

Historical Investment Returifhe historical annual net investment return onrttaeket value of
the Association’s entire investment portfolio, aftaanagement fees, was 5.89% for the year ended
June 30, 2012, 13.07% for the three years thenderddé8% for the five years then ended and 7.56% fo
the ten years then ended. This compares to the¥8.@Gtuarial assumed rate of return that the
Association’s actuary uses to calculate the norraployer and employee contribution rates and the
UAAL on a year-to-year basis (which is done by edting into the future a variety of estimates,
including how much will be earned on the asseth®fAssociation in future years).

Hedge Funds. As of March 31, 2013, the fund was invested inh&8ge funds with an
approximate market value of $1.3 billion or 13.3¢4h® total market value of the portfolio.

Litigation Involving Prior Investment

On February 25, 2009, the United States Attorne®fice and the Federal Bureau of
Investigation arrested the two principals of WGding Company (“WG TC”), a limited partnership fund
in which the Association invested, on charges etigges fraud, wire fraud, and conspiracy to commi
securities fraud and wire fraud. On the same dHyentities connected with the principals of WG TC
were placed in receivership at the request of tt& Becurities and Exchange Commission (the “SEC”)
and Commodities Future Trading Commission (“CFTCOn December 31, 2008, based on WG TC's
refusal to promptly and completely answer all goest presented during a due diligence investigation
the Association terminated the WG TC relationshig seequested a full redemption of its investmehit.
that time, the Association had $78 million (inclogliretained earnings) invested with WG TC, as
reported by WG TC. The decision to terminate th& WC relationship was a result of issues and
concerns that arose during the due diligence reviémaud was not suspected at the time. The
Association’s agreement with WG TC allows for agignth redemption window; the assets have not yet
been returned to the Association.

To preserve its interests in the holdings of WG ©€,March 25, 2009 the Association filed a
motion to intervene in the two lawsuits broughttbg CFTC and the SEC against WG TC, its principals
and certain related entities. The motion to inteevavas summarily denied, from which denial the
Association has appealed; however that appeal g&kelyr to be pursued, given the Association's
subsequent appeal discussed below. In July 208 hief Compliance Officer of WG TC pleaded guilty
to certain charges. In July 2010, Paul Greenwood,aj the two principals of WG TC, pleaded guily t
seven counts alleging violations of federal lave]uding securities fraud, wire fraud, commoditiesui,
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conspiracy, and money laundering. The receiver iapge by the United States District Court for the
Southern District of New York (the “Receiver”) héiled reports asserting that WG TC was operated as
part of a Ponzi scheme because funds of WG TC wézemingled with those of a sister entity, which
was found by the court to have been operated asa Bcheme. The Receiver proposed that WG TC's
assets be distributed pro rata to investors in Mgth TC and its insolvent sister entity, not just to
investors in WG TC. The Association and six othes WC limited partners filed joint objections to the
Receiver's proposal. However, at a hearing on thegsal held March 16, 2011 in the receivership
proceedings, the United States District Court floe Southern District of New York approved the
Receiver’s plan of distribution, and on March 2@12, entered an order directing the Receiver toenzak
distribution in accordance with the plan. Althougle Association and six other WG TC limited pargner
have appealed the District Court's ruling to thdtéth States Court of Appeals for the Second Circuit
seeking a greater share of distributions on egjeitgbounds, the interim distribution pursuant tatth
ruling has been made, including a distribution gbr@ximately $35 million to the Association, leayin
approximately $50 million of receivership assetsftdure distribution to investors. Oral argumemtfie
appeal took place on May 16, 2012, but no decib@s yet been issued. The receiver has also recently
filed a motion in the district court seeking persis to make a second distribution; there is naihga
date set for the motion, although it is fully badf The likelihood of success of the Associatiappeal,
and the amount of additional future distributiohe AAssociation may receive, cannot be assesséisat t
time.

Transfers of Investment Earnings by the Association

Introduction. Pursuant to statutory authority under the Retineiniaw, the Retirement Board
annually directs the crediting of the Association'gestment earnings to reserves, some of whiclpante
of valuation assets and some of which are not. Atelo assets are those assets used in calculatng t
UAAL and the funded ratio. For the purpose of suwrhditing, the Retirement Board has defined
investment earnings as current incorme.(the interest, dividends, and rents) plus netizedl capital
gains on the book value of the Association’s vatumaind non-valuation assets. All of the Assocrato
investment earnings are transferred to and kepat iaserve entitled the “Undistributed Reserve,” and
from there such earnings are transferred in acoodaith Retirement Board policy. The Undistrilulite
Reserve is currently not part of valuation assets axcept in certain limited circumstances desctib
herein, amounts in the Undistributed Reserve atdnotuded as assets for purposes of calculatieg th
Association’s UAAL.

Pursuant to the statutory authority of the Retinetieaw, the Retirement Board has adopted an
“Interest Crediting and Excess Earnings Policy” sinecently amended in August 2007, which directs
that investments earnings be transferred from thdidtributed Reserve to the following Association
reserves, effectively, in the following order. d¥jrsuch earnings are credited to the Association’s
valuation assets up to an amount determined bjrétgement Board’s policies, currently in an amount
equal to 8.00% of the value of the Association’sigion assets as of the end of the prior fiscalrye
Second, a portion of such earnings is transferredam Association Contingency Reserve (the
“Association Contingency Reserve”) to maintain #mount on deposit in the Association Contingency
Reserve, which is not part of valuation assetsaktguone percent of the total market value of tsssé
the Association. The Association may transfer ammdrom the Association Contingency Reserve to
valuation assets when current investment earningsnaufficient to credit the valuation asset reeer
with the 8.00% interest target. Earnings in exceSshe amounts transferred to the Association
Contingency Reserve are referred to herein as ‘$x&arnings.” The Association currently uses the
change in actuarial value methodology to calcuiateess Earnings.
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The Retirement Law permits the Association to usg Bxcess Earnings to fund the County
Contribution Reserve to reduce any UAAL, to fundstrng supplemental benefit reserves, and to fund
new supplemental benefits, as may be adopted bire¢bli;ement Board.

Excess Earnings Policy.The Retirement Board adopted an Excess EarnintisyPeffective
July 1, 2007 (the “Excess Earnings Policy”) pursuanwhich, after crediting the mandatory reserves
with the assumed rate of interest, Excess Earmirngsd be available as follows:

» If the funded ratio of the Association as of dfigcal Year end is below 90%, all Excess
Earnings will be used to fund the pension liability

» If the funded ratio of the Association as of dfigcal Year end is between 90% and 100%,
75% of Excess Earnings will be used to fund thesfpemliability and the remaining 25% will
be available to the Retirement Board for use atigeretion.

» If the funded ratio of the Association as of dngcal Year end is between 100% and 115%,
50% of Excess Earnings will be placed in the Asstmmn Contingency Reserve and 50% will
be available to the Retirement Board for use atigeretion.

« If the funded ratio of the Association as of dfigcal Year end is 115% or greater, the
Retirement Board has total discretion as to theofi§&cess Earnings.

Allocation of Excess Earnings to reserves thatrasepart of valuation assets may impact the
UAAL and thus the amount of Employer Contributioesjuired to fund pension benefits in the future.
When earnings are held outside of valuation as$etse amounts are not available to decrease the
UAAL because they are not available to pay benefider the County’s pension plan.
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Historical Transfers of Investment EarningsTable 12 below sets forth the amount of the

Association’s investment earnings that the Retirgn®oard has transferred from the Undistributed
Reserve into reserves that are separate from i@uassets during the ten fiscal years ending 30ne

2012.
TABLE 12
TRANSFERS OF INVESTMENT EARNINGS
TO NON-VALUATION RESERVES
Fiscal Years Ended June 30, 2003 through 2012
(In Millions)
Post-Retirement Contingency
Fiscal Year Healthcare® STAR COLA® Reservé® Total
2003 0.0 0.0 0.0 0.0
2004 0.0 19.6 19.8 39.4
2005% 0.0 9.3 8.5 17.8
2006 31.4 10.0 9.7 51.1
2007 0.0 26.4 11.1 37.5
2008 0.0 0.0 (0.4) (0.4)
2009 0.0 0.0 (2.2) (2.2)
2010 0.0 0.0 0.0 0.0
2011 0.0 0.0 0.0 0.0
2012 0.0 0.0 0.0 0.0
Total® $31.4 $65.3 $46.5 $143.2

Source: The Association.

(6]

@

(©)

Q)

®)

(6)

Reflects amounts that the Association transfetoethe Health Reserve from Excess Earnings foraFi¥ears 2002-03
through 2011-12. The Health Reserve was originediiablished to hold amounts with which the Asdamiareimbursed
the County for amounts that the County contribdtedhe payment of post-retirement healthcare heneSee footnote (5)
below regarding the restructuring of the Healthd®es in Fiscal Year 2007-08.

Reflects amounts that the Association has traresfefrom Excess Earnings to a reserve establishethé payment of
STAR COLA. The Association began providing STARIGObenefits in the year ended June 30, 1999, aartsters to the
STAR COLA reserve began in the year ended Juné@®8. The STAR COLA reserve was originally estisid to hold
amounts to fund a supplemental targeted cost ifgiadjustment. See footndBbelow regarding the restructuring of the
STAR COLA reserve effective with the June 30, 28Gifuation Report.

Reflects amounts that the Association has tramsfefrom the Association’s investment earningsthe Association
Contingency Reserve. The Association ContingencseRe was created in the Fiscal Year ended Jun20®2. Before
the creation of the Association Contingency Resetive 1% contingency amounts required by the Redre Law were
maintained in the Undistributed Reserve and weteseparated from valuation assets.

The Retirement Board determined that no amountdduoe transferred from Excess Earnings to the tHdéserve for the
year ended June 30, 2005 based on a determin&&rthte amounts on deposit in the Health Resertbeatime was
sufficient to pay post-retirement healthcare bagdfir at least 5 years from the date of deterrronat

In Fiscal Year 2007-08, the Health Reserve watsuetsired as a “Supplemental Benefits Reserve’® “@®unty Financial
Information — Supplemental Pension Benefits” hereifective for the June 30, 2007 Valuation Reptivé STAR COLA
became a prefunded supplemental benefit for cerétirees. The $26.4 million shown in this tableswlae amount that, in
addition to the balance in the STAR COLA Reservasweeded to accomplish the prefunding. See “Cokimtgncial
Information — STAR COLA Benefits” herein.

Reflects the sum of the deposits for the yearsvehaot the current balance in the reserves.

In certain of the years indicated in the foregdiaigle, the amounts credited to the STAR COLA

reserve and the Health Reserve were actually &eesf after the end of the fiscal year with rettivaec
effect. The Association does not track eitherEngployer or the departments or funds of any Employe
from which retired personnel receiving STAR COLA lwalth benefits, when in active service, were
paid.
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Reserve LevelsAs of June 30, 2012, no funds were on depodihénAssociation Contingency
Reserve, $69.0 million was on deposit in the Supplgal Benefits Allowance Reserve (restructured
from the Health Reserve during Fiscal Year 2007-@3)5 million was on deposit in the Disability
Supplemental Benefits Allowance Reserve, $5.1 amillivas on deposit in the 401(h) Reserve (see “Post-
Retirement Healthcare Benefits — Funding SourcePfust-Retirement Healthcare Benefits” below) and
no funds were on deposit in the STAR COLA or Umitisited Earnings Reserve. For a discussion on
actions of the Retirement Board with respect to ttaasfer of certain Excess Earnings to the Health
Reserve and the STAR COLA reserve. See “Countwarfial Information — San Diego County
Employees Retirement Association — Transfers oéstment Earnings by the Association” and “County
Financial Information — STAR COLA Benefits” and “@aty Financial Information — Supplemental
Pension Benefits” herein.

Financial Reporting Standard

In 2012, the Governmental Accounting Standards @q&BASB”) issued Statement No. 67,
Financial Reporting for Pension Plans (“GASB 67#thich revises existing guidance for the financial
reports of most pension plans, including the Asstimi. GASB 67 generally expands the existing
framework for financial reports of defined bengf@nsion plans, which includes a statement of fihyci
net position (the amount held in a trust for payregrement benefits) and a statement of changes in
fiduciary net position, and requires additionalendisclosures and required supplementary informatio
The provisions in GASB 67 are effective for finaalcstatements for fiscal years beginning after yne
2013. The Association anticipates complying wité provisions of GASB 67 by its effective date.

Post-Retirement Healthcare Benefits

General. The Association offers to eligible retirees a ltteinsurance allowance to offset or
reimburse the cost of medical insurance premiufsariety of healthcare and dental plans with vagyi
providers and levels of premiums are sponsoredhbyAssociation. Once a retiree elects a particular
healthcare or dental plan, the amount of the pramiaideducted from the retiree’'s monthly retirement
check. Alternatively, retirees may be reimbursed Health insurance premiums of non-Association
sponsored plans. Effective July 1, 2007, the Aission limited the health insurance allowance trees
who retired under the Tier | or Tier Il plan.

Nature of the Post-Retirement Healthcare Paymeiiise Retirement Law does not require the
Association to provide any post-retirement healthgaayments. In addition, in the opinion of County
Counsel, the County has not entered into any doleedargaining agreements or other arrangemeats th
require the County or the Association to maintaistpetirement healthcare benefits (although some
members of the Association have stated that thent@adid promise retirees such benefits, which the
County disputes). Therefore, in the view of Coum@gunsel, the Association’s payment of post-
retirement healthcare benefits is an unvested hembfch can be cancelled at any time and for any
reason by the Association. Nonetheless, the AaBoni has continuously provided post-retirement
healthcare benefits for many years.

Funding Source for Post-Retirement Healthcare BenefThe Retirement Law authorizes a
mechanism for the payment of post-retirement heaithbenefit costs pursuant to which a portiorhef t
Employers’ pension contributions are applied toghgment of these post-retirement healthcare bsnefi
and the amounts of those contributions are creditede Employers’ valuation assets. In years, fthet
County designated up to 25% of its respective nbouat and employer offset annual contributions to
the payment of the monthly medical allowance andditre Part B premium reimbursement to be
recorded in a separate account (the 401(h) accandgr the provisions of section 401(h) of the rimaé
Revenue Code. The designated amounts were detatniy funding the post-retirement healthcare
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benefits on a pay-as-you-go basis. Upon receittiegCounty’s 401(h) contribution, the Association
would transfer an equal amount from the Health Rest the County Contribution Reserve (part of the
Association’s valuation assets) as a credit forGbenty’s current-year contribution. Beginning ahyJL

of Fiscal Year 2007-08, the funding mechanism ckdng See“Payment of the Annual Required
Contribution for Post-Retirement Healthcare Bergfiherein. Benefits paid to retirees from the 401(h)
account are non-taxable.

Reporting Requirements Regarding Post-Retirememtefis. In 2004, GASB issued two
statements that address other post-employment iteif8PEB”), which are defined to include post-
retirement healthcare benefits. GASB Statement #8. Financial Reporting for Post-employment
Benefits Plans Other Than Pension Plans (“GASB 48it) GASB Statement No. 45, Accounting and
Financial Reporting by Employers for Post-employtmBenefits Other Than Pensions (“GASB 45"),
establish accounting and financial reporting stassifor OPEB in a manner similar to those curreimtly
effect for pension benefits. The provisions of A& focus on the entity that administers such bisne
(the Association) while GASB 45 focuses on the @ygi’'s reporting requirements (the County). The
Statements require an actuarial valuation to deterrthe funded status of benefits accrued, alonly wi
other required information to be disclosed by thesdciation and the County. The Retirement Board
adopted and implemented the provisions of GASBsiBaat of the Association’s comprehensive annual
financial report for the Fiscal Year ended June 2007. The County has included the required
disclosures beginning with the County’s comprehansinnual financial report for the Fiscal Year ehde
June 30, 2008. The requirements that GASB 45 iegos the County only affect the County’s financial
statements and would not impose any requiremegsding the funding of any OPEB plans.

Valuation of the Association’s Post-Retirement Iteadre BenefitsThe Association’s actuary
conducted an OPEB valuation as of June 30, 201 “@612 OPEB Valuation”) with respect to the
eligible retirees and the benefit levels set by Association. The 2012 OPEB Valuation reflected a
decrease in the actuarial accrued liability of $2illion from June 30, 2010. The 2012 OPEB
Valuation also reflected an annual required couotrim of 1.94% of payroll, which is an increasenfro
the annual required contribution of 1.91% of payed of June 30, 2010, the date of the prior OPEB
valuation. The change in the actuarial accruediliip and the annual required contribution are
attributable to a decrease in liabilities due tdatpd discount and mortality rate assumptions. arfmaial
required contribution in the 2012 OPEB valuatiofi ¢ used to determine the contribution requiremen
for Fiscal Years 2013-14 and 2014-15. The assumptiised in the 2010 OPEB Valuation included an
individual entry-age normal cost method, 8.00% streent rate of return and a separate declining 20-
year basis starting June 30, 2007, amortized ageh dollar amount. The next OPEB valuation willdse
of June 30, 2014 and then every two years thereaffey changes made by the Retirement Board to the
assumed investment rate of return will apply tafetOPEB valuations.
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Table 13 below sets forth the historical fundingtiss of the Association’s OPEB and the
historical employer contribution amounts.

Funding Progress

TABLE 13
HISTORICAL FUNDING STATUS

FOR POST-RETIREMENT HEALTHCARE BENEFITS
Years Ended June 30, 2007 through 2012

($ in thousands)

Source: The Association’s Comprehensive Annualaf@iel Report for Fiscal Year Ended June 30, 201Required
Supplemental Information, citing the Segal Groups. IBiannual Actuarial Valuation; June 30, 2012ad&bm the
County.

@ Excludes $18.2 million available for benefits.

Payment of the Annual Required Contribution for tHestirement Healthcare BenefitsThe
County and other employers have determined to ey ARC for OPEB as calculated by the
Association’s actuary. The payment of the ARC @PEB is in addition to the Employers’ regular
pension contributions and is contingent upon theo&gtion continuing to limit the retiree healthear
benefits to the Tier | and Tier Il retirees andeakls no greater than were in effect on Decemb066,
which are those benefit levels described under ddugtion “Post-Retirement Healthcare Benefits
General” herein. For the Fiscal Year ended Jun2@02, the employers collectively paid $19.2 roilli
to the Association for deposit into the 401(h) astpwhich satisfied the ARC for that year.
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Annual UAAL as %
Valuation Valuation Funded Covered of Covered
Date Assets AAL UAAL Ratio Payroll Payroll
June 30, 2007 $ @ $ 235,755 $ 235,755 0.0% $ 1,020,991 21.2%
June 30, 2008 18,206 217,559 199,353 8.4 1,135,432 17.6
June 30, 2010 9,221 206,447 197,226 4.5 1,095,582 80 1
June 30, 2012 5,064 185,302 180,238 2.7 1,052,366 71 1
Employer Contributions
Annual
Required Percentage of Required
Year Ended Contribution Contributions Made Contribution Made
June 30, 2008 $ 23,616 $ 23,616 100.0%
June 30, 2009 23,237 23,237 100.0
June 30, 2010 18,789 18,789 100.0
June 30, 2011 18,028 18,028 100.0
June 30, 2012 19,198 19,198 100.0



Historical Payments. Table 14 below sets forth the amounts for eacktheften years ended
June 30, 2012 that the Association has paid toésbers for post-retirement healthcare benefits.

TABLE 14
PAYMENTS FOR POST-RETIREMENT
HEALTHCARE BENEFITS
Years Ended June 30, 2003 through 2012

Payments for
Retiree Healthcare

Fiscal Year Benefits
Ended June 30 (in millions)
2003 20.¢)
2004 26.4)
2005 32.6
2006 32.9
2007 35.3
2008 24.8)
2009 23.6
2010 23.3
2011 21.5
2012 20.2

Source: The Association.

@ A portion of the indicated amounts are allocatethe administrative expenses related to the prawiof the post-retirement
healthcare benefits.

Beginning with Fiscal Year 2007-08, healthcaradiits were paid from the 401(h) account, which hadavailable balance
of $18.8 million on June 30, 2007 and received itountions from the employers of $23.6 million dgithat fiscal year.

@

Supplemental Pension Benefits

Beginning July 1 of Fiscal Year 2007-08, the Asation stopped paying a non-taxable
healthcare benefit to its previously eligible Gendrier A retirees and Safety retirees coveredhey3%
at age 50 benefit formula, and instead startedngalgi them a taxable pension supplement basedass ye
of service. The source of these payments is thadioHealthcare Reserve, which was converted to a
Supplemental Benefit reserve. The supplementadfiialowance (“SBA”) ranges from $200 per month
(10 years of service) to $400 per month (20 or nya@s of service). During Fiscal Year 2011-12, a
total of $21.4 million was paid from this resereeTier A retirees, leaving a balance in the resefve
$69.0 million on June 30, 2012 that is expectegrimvide for payments to eligible members through
approximately 2017. In addition, the Associatieh aside $20.7 million in excess earnings from &isc
Year 2006-07 to provide a taxable pension supplétwe@eneral Tier A members and Safety members
covered by the 3% at age 50 benefit formula whicerbecause of a disability. Members who are gwnt
a disability retirement and determined to be tgtdlkabled are eligible for the maximum SBA ($4@0 p
month) regardless of years of service. Memberk lgds than 10 years of service credit who aretgdan
a disability retirement and determined to be pHytidisabled are eligible for the minimum SBA ($200
per month). During Fiscal Year 2011-12, a total$@f4 million was paid to these disability retirees
leaving a balance in the Disability Supplementah&g Allowance Reserve on June 30, 2012 of $9.5
million.
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STAR COLA Benefits

General. The STAR COLA benefits provide retirees with dadial cost-of-living adjustments.
The Retirement Board’s STAR COLA policy preserv@8a8of a retiree’s purchasing power calculated
against when that retiree retired. The Retireni@wt does not require the Association to provide any
STAR COLA payments. In addition, in the opinion@dunty Counsel, the County has not entered into
any collective bargaining agreements or other gearents that require the County or the Associaton
maintain STAR COLA benefits.

Prefunding of STAR COLA BenefitfOn August 2, 2007, the Retirement Board approaed
permanent STAR COLA pre-funded supplemental coditvofg increase benefit for eligible members.
This action resulted in the transfer of the aseta the STAR COLA Reserve to valuation assetsthrd
liability for the STAR COLA benefits for eligible embers to be incorporated into the overall liailesit
of the retirement fund. Eligible members are theb®se accumulations equaled or exceeded 20 percent
as of January 1, 2007. By this definition, eligilshembers are Tier 1 members who retired on oréefo
March 31, 1982 and Tier Il members who retired orbefore March 31, 1989. The permanent STAR
COLA benefit will be equal to the STAR COLA amouyayable as of April 1, 2007 under the applicable
laws. Effective April 1, 2008, this benefit is $edt to the same cost-of-living increase paid by th
Association on every April 1 up to 3% per annum.

Historical Practice and PaymentsPrior to the August 2, 2007, Retirement Boardoagtthe
Retirement Board'’s historical practice had beem#ontain an amount in the STAR COLA reserve that
the Association’s actuary estimated would be necgs® cover the costs of the STAR COLA benefits
for current eligible retirees for five years. Eagaar, the Association’s actuary prepared an egtiroh
the amounts necessary to be contributed to the STARA reserve to meet this targeted level. For a
discussion on actions of the Retirement Board wepect to the transfer of certain Excess Earniogs
the Health Reserve and the STAR COLA reserve, Gearity Financial Information — San Diego County
Employees Retirement Association — Transfers oés$timent Earnings by the Association” herein.
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Table 15 below sets forth the amounts paid by thsoAiation to retirees out of the STAR COLA
reserve since 2001. The Association does not te#tbler the Employer or the departments or funds of
any Employer from which retired personnel recen8IAR COLA benefits, when in active service, were
paid.

TABLE 15
PAYMENTS FROM STAR COLA RESERVE
Since Fiscal Year Ended June 30, 2001

Fiscal Year Payments from STAR
Ending June 30 COLA Reserve (in millions)
2001 $8.2
2002 8.1
2003 7.2
2004 11.3
2005 11.0
2006 10.7
2007 10.4
since 2008’ 0.0

Source: The Association.

@ As a result of the restructuring of the STAR CORAserve effective with the
June 30, 2007 Valuation Report, the STAR COLA Reséias held no assets
since Fiscal Year 2007-08 and the liability for SSYACOLA benefits are
incorporated into the overall liabilities of theairement fund.

Pension Obligation Bonds

Introduction. The County has issued taxable pension obligdimmds (“POBs”) from time to
time and transferred the proceeds to the Assoniatioeduce the UAAL existing at the time of isst&n
of the POBs. Under California law, the obligatian fund the UAAL by making actuarially required
contributions is an obligation imposed by law. Hfifect of issuance of POBs is to finance that atian
and convert it from an obligation to make actudyriaéquired contributions to an obligation to make
interest and principal payments on bonds whichsal@ to the public.

County Pension Obligation Bond$n February 1994, the County issued $430,430,000 i
principal amount of POBs (the “1994 POBs”) and iotdber 2002 the County issued an additional
$737,340,000 in principal amount of POBs (the “2B082Bs”), in part to refund a portion of the 1994
POBs. In June 2004, the County issued $454,112%016 principal amount of POBs (the “2004 POBs").
The County has contributed to the Association ajregate amount of $1,428,500,000 from the issuance
of the 1994 POBs, the 2002 POBs and the 2004 POBsduce the UAAL. On August 15, 2007, the
County prepaid in full all of the $100 million Sesi 2002C PINES and on February 15, 2008, the County
prepaid $20 million of the Series 2002B-1 POBs ¢hrerdefined) with available cash, these two
prepayments resulted in over approximately $7.3ionilof annual interest savings to the County. In
August 2008, the County prepaid $44 million of Beries 2002B-1 POBs, which resulted in
approximately $3.06 million of annual interest s@m& to the County. On August 7, 2008, the County
issued $443,515,000 aggregate principal amountwéile Pension Obligation Bonds, Series 2008A (the
“2008A POBs") and Series 2008B (Variable Rate Desm@bligations) (the “2008B POBs” and, together
with the 2008A POBs, the “2008 POBs”). The proseefithe 2008 POBs were used to refund all of the
then-outstanding 2002 B1-B4 POBs that were orijinalsued as auction rate securities (the “2002B
POBs”). On July 1, 2009, the County prepaid in &lil of the $100 million Series 2008B POBs, which
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resulted in approximately $4.5 million of annualeirest savings. As of May 1, 2013, the County had
POBs outstanding in the aggregate principal amoti$770.1 million. The County may, from time to
time, finance all or a portion of the UAAL employeontributions through the additional issuances of
POBs. The County has no variable rate POBs outistgn See “County Financial Information — General
Obligation Debt, Pension Obligation Bonds, Leasédabions and Long-Term Loans” herein.

Pension Related Payments and Obligations

Payments. Table 16 below sets forth the estimated Empl@entributions, Employer Offsets
and POB debt service for Fiscal Years 2013 thra2@®1l. The estimates and related assumptions are
“forward-looking” in nature and are not to be conet as representations of fact or representatiats
in fact the various estimates shown will be theredr amounts for the years indicated. Rather, these
reflect good faith estimates by the County takingpiaccount a variety of assumptions, a number of
which are discussed herein. Accordingly, prospeativestors are cautioned to review these estinzstes
general indications of orders of magnitude andasgbrecise amounts.

TABLE 16
PENSION RELATED PAYMENTS
Fiscal Years Ended June 30, 2013 through 2021

(In Millions)
County Pension
Employer Obligation Bonds
Fiscal Year Contributions™ Employer Offsets?  Debt Servicé” Total

2013 $ 327.0 $ 42.0 $ 81.4 $ 450.4
2014% 360.0 43.0 81.4 484.4
2015% 421.0 45.0 81.4 547.4
2016% 439.0 47.0 81.4 567.4
2017 454.0 49.0 81.3 584.3
2018% 470.0 51.0 81.4 602.4
2019% 485.0 53.0 81.4 619.4
2020% 499.0 56.0 81.4 636.4
2021% 512.0 58.0 81.4 651.4

Source The Segal Company; County of San Diego.
These contribution amounts reflect the aggregatéribution amount of all Employers and not onlgitbf the County. The
County share of Employer Contributions and Emplo@éfsets are estimated to be approximately 91% case the
estimated relative percentage of payroll of the i@pdor Fiscal Year 2011-12. See “County Finandidbrmation — San
Diego County Employees’ Retirement Association -A€al” herein.

@ Employer Offsets reflect negotiated offset savimgthe current bargaining agreements, which dieated in the County’s
Fiscal Year 2012-13 Adopted Budget and the CourFigsal Year 2013-14 Preliminary Budget estimates.

®  Consists of regular principal and interest paymenPrepayment amounts are allocated to the figeats in which the
associated principal and interest payments are due.

®  Estimated. The amounts indicated are subject ¢ostime assumptions as set forth in footnotes ¢budgh (3) to the
“Prospective Funding Status of the Associationladierein.
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Pension-Related Obligations.Table 17 below sets forth the estimated UAAL agbected
outstanding principal amounts of POBs for the yeadscated, assuming no additional POBs are issued
and the outstanding POBs mature on their respeativartization schedules. The estimates contained in
Table 17 and the related assumptions are “forw@odlihg” in nature and are not to be construed as
representations of fact or representations thdadn the various estimates shown will be the cadrrec
amounts for the years indicated. Rather, theseatefiood faith estimates by the County taking into
account a variety of assumptions, a number of wihidh discussed herein. Accordingly, prospective
investors are cautioned to review these estimaegaeral indications of orders of magnitude artdaso
precise amounts.

TABLE 17
COUNTY PENSION RELATED OBLIGATIONS
Fiscal Years Ended June 30, 2013 through 2021

(In Millions)
Outstanding Pension Total Outstanding
Fiscal Year UAAL @ Obligation Bonds® Obligations
2013 $ 1,940 $ 770.5 $ 2,710.5
2014 2,432 732.3 3,164.3
2015 2,832 692.3 3,524.3
2016 2,561 649.9 3,210.9
2017 2,534 605.5 3,139.5
2018 2,256 558.5 2,814.5
2019 2,168 508.8 2,676.8
2020 2,064 456.0 2,520.0
2021 2,055 400.1 2,455.1

Source The Segal Company; County of San Diego.

Estimated. The UAAL information is based on theAlAas reported in the actuarial valuation datedfathe end of the
second preceding year ended June 30, which isntioeirat that impacts the Employer Required Contrdsuind Employer
Offsets in any given fiscal year. The amountsdatid are subject to the same assumptions asreirfdootnote (1) to
the “Prospective Funding Status of the Associatiale herein.

@ Includes a portion of the 2004 POBs issued astalapppreciation bonds (the “CABs”), for which irgst accretes
semiannually on February 15 and August 15, but as payable until the final maturity of each respectcapital
appreciation bond. The initial total issuance antaf the CABs was $64,927,915.70, which will ater® a total maturity
value of $100,170,000 over the respective mataidttyyes commencing August 15, 2009 and ending Augus2015.

Accounting and Financial Reporting Standardin 2012, GASB issued Statement No. 68,
Accounting and Financial Reporting for PensionsASB 68”), along with GASB 67 (see “San Diego
County Employees Retirement Association — Finanstahdard Reporting” herein). GASB 68 revises
and establishes new financial reporting requiremémt most governments that provide their employees
with pension benefits, including the County. GA$B, among other things, requires governments
providing defined benefit pensions to recognizerth@ng-term obligation for pension benefits as a
liability and provides greater guidance on meagutime annual costs of pension benefits, including
specific guidelines on projecting benefit paymenise of discount rates and use of the “entry age”
actuarial cost method. GASB 68 also addresses atatality and transparency through revised and new
note disclosures and required supplementary infiiloma The provisions in GASB 68 are effective for
fiscal years beginning after June 15, 2014. ThenBoanticipates complying with the provisions of
GASB 68 by its effective date.
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Risk Management

The County is required to obtain and maintain gandiability insurance and workers’
compensation insurance under various types ofinenting lease obligations. These financing leases
generally require general liability insurance toi¢smied by a responsible carrier or be in the fofself-
insurance or self-funding to cover claims for daesmcluding death, personal injury, bodily injuoy,
property damage arising from operations involvilg tfacilities covered by such leases, affording
protection with a combined single limit loss of dess than $5,000,000 per occurrence with respect t
bodily injury, death or property damage liability. addition, these financing leases generally neqthie
County to obtain and maintain workers’ compensatisurance issued by a responsible carrier oren th
form of self-insurance or self-funding for all pens provided coverage by the County for workers’
compensation benefits in connection with the faesli covered by such leases and to cover fulllitgbi
for compensation under the labor code requiringkex® compensation. Any self-insurance or self-
funding for these risks is subject to certain ctods, including, but not limited to, providing eence of
self-insurance and annual certification to theterasvith respect to such financing leases by amosized
representative of the County’s risk managementsitiii or an independent insurance consultant of the
sufficiency of coverage. Appropriation of such feres may be necessary for self-funding, are made by
the County.

The County operates a Risk Management Program,elvér is self-insured for general liability,
medical malpractice, automobile liability, and wer& compensation. The County purchases insurance
coverage for all risk property losses, governmemhe insurance, including employee dishonesty and
faithful performance, airport comprehensive lidpjliand aircraft hull and liability insurance. The
amount of coverage varies depending on the typsotify. Settlements in the areas covered have not
exceeded insurance coverage for each of the past flscal years. The County allocates the cost of
providing claims service to all its operating furas a “premium” charge expressed as a percentage of
payroll, claim history and other factors as outline the California State Controllers’ Cost Plan
Procedures Manual. In accordance with Governmentoiating Standards Board Statement 10,
“Accounting and Financial Reporting for Risk Finamg and Relating Insurance Items,” the County
established two Internal Service Funds, the PuBéicvice Liability Fund and the Employee Benefits
Internal Service Fund to report all of its uninglnesk management activities. Risk management
liabilities are reported when it is probable thabss has occurred and the amount of that lossbean
reasonably estimated. Actuarial evaluations wdrgined which determine estimates of known and
projected general liability and workers compensatiaim liabilities. These evaluations include msties
for claims incurred but not reported; allocated andllocated loss adjustment expenses; and amfmmnts
incremental claim adjustment expenses related ¢gifép claims and other claim adjustment expenses
regardless of whether allocated to specific clainds. June 30, 2012, these liabilities discounted fo
anticipated investment return (public liability 8% and workers’ compensation of 3%), totaled $138.8
million, including $25.8 million in public liabilit and $113.0 million in workers' compensation. Thae
30, 2012 available cash balances for the Intereali€& Funds were $142.5 million.

The County will continue to purchase excess wotkavspensation insurance for Fiscal Year
2013-14. The County does not carry excess lighiigurance at this time.

Litigation

There is no pending litigation that would mategidathpact the ability for the County to pay its
obligations.
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Short-Term Borrowing

In July 2012, the County issued its Tax and Revedumticipation Note Program Note
Participations, Series 2012 (the “2012 TRANSs") @half of itself and certain school districts withire
County in an aggregate principal amount of $176@80, of which $50,000,000 represent notes issued
by the County. The 2012 TRANs mature on June 8832 The 2012 TRANs were issued for the
purpose of financing seasonal cash flow requiremamtgeneral fund expenditures.

General Obligation Debt, Pension Obligation Bondd,ease Obligations and Long-Term Loans

The County has no outstanding general obligatiomdboAs of May 1, 2013, the County had
POBs outstanding in the aggregate principal amoti8770.1 million. Starting with the financing tife
El Cajon Administrative Building in 1955, the Couyrtas made use of various lease arrangements with
joint powers authorities, a nonprofit corporatientedevelopment agency and private parties to ¢man
capital project needs. Under these arrangememsindncing entity usually constructs or acquiragial
assets with the proceeds of lease revenue bondRBE’D) or certificates of participation (“COPs”) and
then leases the asset or assets to the Countyof May 1, 2013, the County had LRBs and COPs
outstanding in the aggregate principal amount d9& million. As of May 1, 2013, there were
approximately $1.17 billion aggregate principal amo of long-term general fund obligations
outstanding. The annual long-term lease paymemtsaanual debt service payments on the LRBs, COPs
and POBs of the County aggregate to approximat&BO$ million for Fiscal Year 2013-14. Debt
service on the aforementioned obligations and ewide of indebtedness are paid from amounts in the
County’s General Fund, a portion of which is reimdmad with amounts from various other revenue
sources. The County has no outstanding variatike ghligations and does not have an outstanding
liquidity facility in support of payment of any dfs outstanding bonds payable from general fund
revenues. See “County Financial Information — Ren®bligation Bonds” herein.
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Table 18 below sets forth a summary of long-tertigakions payable from the General Fund:

TABLE 18
COUNTY OF SAN DIEGO
SUMMARY OF LONG-TERM BONDED OBLIGATIONS
PAYABLE FROM THE GENERAL FUND
As of May 1, 2013
($ In Thousands)

Certificates of Participation and Lease Revenueddon

San Diego County Capital Asset Leasing CorporgfiSANCAL"):

2005 RCS Refunding, issued February 2005

2005 Edgemoor, issued February 2005

2005 North and East County Justice Facility Refogdissued
September 2005

2006 Edgemoor Completion Project, issued Decemb@é 2

2009 Justice Facilities Refunding, issued Octolo@92

2011 CAC Waterfront Park, issued August 2011

2012 Cedar and Kettner Development Project, isSietdber 2012

Total SANCAL

San Diego Regional Building Authority (SDRBA):
2009 COC Phase 1A, issued February 2009
2011 MTS Tower Refunding, issued May 2011
Total SDRBA
Total Certificates of Participation and Lease RexeBonds

Taxable Pension Obligation Bonds:
County of San Diego Pension Obligation Bonds, idsue
October 2002
Series A
County of San Diego Pension Obligation Bonds, idshime 2004
Series A
Series B1, B2
Series &
Less Unaccreted Value
County of San Diego Pension Obligation Bonds, idsue
August 2008
Series A
Total Pension Obligation Bonds
Total General Fund Long-Term Bonded Obligations

Final Original Principal
Interest Maturity Principal Amounts
Rates Dates Amounts Outstanding
3.00-5.00%2019 $ 28,885 $ 8,710
3.00-5.00% 2030 83,510 69,215
3.25-5.00% 2019 28,210 16,140
4.00-5.00% 2030 42,390 36,985
2.00-5.00% 2025 80,940 61,600
3.03% 2042 32,665 32,090
2.00-5.00% 2042 29,335 29,335
$ 325,935 $ 254,075
3.00-5.375%2036 136,885 130,530
1.00%00 2019 19,260 15,175
$ 156,145 $ 145,705
$ 482,080 $ 399,780
3.88-4.95% 2015 $ 132,215 $ 51,990
3.28-5.87% 2022 241,360 212,870
5.91% 2024 147,825 147,825
4.66-5.76% 2015 64,928 45,225
- (3,313)
3.33-6.03% 2027 343,515 315,545
$ 929,843 $ 770,142
$ 1,411,923 $ 1,169,922

M Issued as capital appreciation bonds (the “CABE&), which interest accretes semiannually on Felyri& and August 15, but is not

payable until the final maturity of each respectneapital appreciation bond.

The initial total iasoe amount of the CABs was

$64,927,915.70, which will accrete to a total migguvalue of $100,170,000 over the respective nigtutates commencing August 15,

2009 and ending August 15, 2015.
Source: The County of San Diego Auditor and Cadletro
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Table 19 below sets forth a summary of outstangiimgipal and interest payments attributable taylterm obligations payable from the County General
Fund. Funds for all principal and interest payraahie throughout the fiscal year are deposited thghapplicable trustee at the beginning of theafigear on
July 5 or, if July 5 is not a business day, thstfirusiness day after July 5.

TABLE 19
COUNTY OF SAN DIEGO
SUMMARY OF OUTSTANDING PRINCIPAL AND INTEREST PAYME NTS

ATTRIBUTABLE TO LONG-TERM OBLIGATIONS PAYABLE FROM
(as of May 1, 2013)

Certificates of Participation and Lease Revenue Bals

THE GENERAL FUND

Pension Obligation Bonds

1993 2009 2002 2004
Master Justice 2011 MTS 2011 CAC 2012 CAC Pension Pension 2008 Pension Total

Fiscal Refundin 2005 RCS 2005 2005 North 2006 2009 COC Facilities Tower Waterfront Develop- Obligation  Obligation Obligation General Fund
Year g Refunding Edgemoor & East Edgemoor Phase 1A Refunding Refunding Park ment Subtotal Bonds Bonds Bonds Subtotal Obligation
2013 $3,906,875  $2,960,35C $6,136,90C $2,716,72¢  $3,131,98: $9,876,594 $9,591,325 $2,715,00C $2,094,25C $ 290,89¢ $43,420,90C $20,438,74¢ $36,715,701 $24,263,767 $81,418,21¢€ $124,839,116
2014 0 2,962,35C 6,136,15C 2,724,562 3,134,783 9,874,844 7,377,475 2,668,250 2,092,000 1,664,625 38,635,03¢ 20,438,34€ 38,210,701 22,763,87¢ 81,412,922 120,047,961
2015 0 1,433,40C 6,139,60C 2,719,112 3,135,183 9,876,944 7,343,450 2,718,400 2,094,300 1,662,925 37,123,314 17,656,527 39,741,424 24,013,65€ 81,411,60€ 118,534,920
2016 0 1,427,75C 6,140,75C 2,722,30C 3,132,683 9,874,744 7,341,375 2,650,000 2,091,000 1,665,075 37,045,67€ 17,656,44% 41,337,14¢ 22,420,907 81,414,497 118,460,173
2017 0 1,429,00C 6,138,00C 2,721,125 3,131,433 9,877,144 7,333,238 2,678,800 2,092,250 1,661,625 37,062,614 0 42,965,09¢ 38,373,607 81,338,70% 118,401,319
2018 0 1,427,25C 6,138,00C 2,719,00C 3,136,183 9,878,744 7,329,625 2,693,000 2,092,900 1,661,425 37,076,12€ 0 44,717,29€ 36,694,01% 81,411,311 118,487,437
2019 0 1,417,50C 6,140,25C 2,720,875 3,136,433 9,877,644 6,474,375 2,694,875 2,091,300 1,665,225  36,218,47€ 0 46,507,14¢ 34,906,40% 81,413,55¢ 117,632,031
2020 0 0 6,139,25C 2,721,375 3,132,183 9,875,044 6,474,000 1,347,875 2,092,200 1,662,825 33,444,751 0 48,369,66¢ 33,038,654 81,408,322 114,853,074
2021 0 0 6,139,75C 0 3,133,183 9,878,444 6,472,125 0 2,093,400 1,662,325 29,379,22€ 0 50,283,42¢ 31,128,21¢€ 81,411,642 110,790,868
2022 0 0 6,136,25C 0 3,135,983 9,876,56¢ 6,467,500 0 2,093,400 1,662,525 29,372,22€ 0 52,322,691 29,085,382 81,408,072 110,780,299
2023 0 0 6,138,50C 0 3,135,033 9,874,868 6,147,125 0 2,092,550 1,661,525 29,049,601 0 54,439,051 26,892,20¢ 81,331,26( 110,380,861
2024 0 0 6,135,75C 0 3,135,258 9,876,394 4,171,625 0 2,091,800 1,661,275 27,072,101 0 56,663,51¢ 24,750,78C 81,414,29¢ 108,486,400
2025 0 0 6,137,75C 0 3,136,445 9,874,644 4,160,250 0 2,092,600 1,662,475 27,064,164 0 58,942,024 22,478,03C 81,420,054 108,484,218
2026 0 0 6,138,75C 0 3,133,382 9,874,813 2,916,125 0 2,092,000 1,662,275 25,817,34¢E 0 0 81,415,40C 81,415,40C 107,232,745
2027 0 0 6,138,25C 0 3,136,07C 9,878,438 0 0 2,092,688 1,660,675 22,906,12C 0 0 67,113,947 67,113,947 90,020,067
2028 0 0 6,135,75C 0 3,133,812 9,877,625 0 0 2,091,675 1,662,675 22,901,53¢t 0 0 0 0 22,901,535
2029 0 0 6,140,75C 0 3,136,438 9,875,106 0 0 2,091,450 1,662,975 22,906,71¢ 0 0 0 0 22,906,719
2030 0 0 6,137,25C 0 3,133,50C 9,878,706 0 0 2,094,200 1,661,10C 22,904,75€ 0 0 0 0 22,904,756
2031 0 0 0 0 0 9,877,506 0 0 2,089,200 1,663,288 13,629,994 0 0 0 0 13,629,994
2032 0 0 0 0 0 9,874,70C 0 0 2,089,575 1,663,025 13,627,30C 0 0 0 0 13,627,300
2033 0 0 0 0 0 9,876,20C 0 0 2,092,819 1,660,225 13,629,244 0 0 0 0 13,629,244
2034 0 0 0 0 0 9,875,663 0 0 2,092,731 1,663,356 13,631,75C 0 0 0 0 13,631,750
2035 0 0 0 0 0 9,877,012 0 0 2,089,313 1,664,856 13,631,181 0 0 0 0 13,631,181
2036 0 0 0 0 0 9,878,906 0 0 2,092,563 1,659,725 13,631,194 0 0 0 0 13,631,194
2037 0 0 0 0 0 0 0 0 2,091,969 1,663,144 3,755,113 0 0 0 0 3,755,113
2038 0 0 0 0 0 0 0 0 2,092,531 1,659,75C 3,752,281 0 0 0 0 3,752,281
2039 0 0 0 0 0 0 0 0 2,093,994 1,663,00C 3,756,994 0 0 0 0 3,756,994
2040 0 0 0 0 0 0 0 0 2,091,100 1,664,188 3,755,288 0 0 0 0 3,755,288
2041 0 0 0 0 0 0 0 0 2,088,850 1,668,313 3,757,163 0 0 0 0 3,757,163
2042 0 0 0 0 0 0 0 0 2,091,988 1,665,188 3,757,176 0 0 0 0 3,757,176
Total $3,906,87¢ $13,057,60C $110,487,65( $21,765,07¢ $56,419,97( $237,037,29¢ $89,599,61% $20,166,20( $62,762,59¢ $48,512,507 $663,715,37( $76,190,06¢ $611,214,897 $519,338,84¢ $1,206,743,81( $1,870,459,180

Source: County of San Diego.
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Anticipated Capital Financings

A Capital Improvements Needs Assessment (“CINA”prigpared and presented annually to the
Board of Supervisors to guide the development d¢h bmmediate and long-term capital projects. The
CINA includes a comprehensive list of all currentlanticipated capital projects over a five-yeaiqak
Capital projects are considered during the annudfét process unless the Board of Supervisorseor th
CAO recommends mid-year adjustments to the budgeiraumstances warrant to meet emergent needs
or to benefit from unusual developments or purctgsmortunities. The Fiscal Year 2013-2018 CINA
was approved on April 23, 2013. It includes $64@i0ion in currently approved and active projects,
$15.2 million in recently completed projects an@4@ million in partially funded and unfunded prigpr
major and minor capital projects over the five-ydane-frame of the CINA, including the Project
described in the forepart of this Official StatemeAll of the other projects included in the cutr€INA
will be funded with alternative sources of revendeht financing is not anticipated for such prgect

Long-Term Financial Obligation Management Policy

In 1998, the County adopted a long-term finandiadtegy and policy (as amended, the “Long-
Term Financial Obligation Management Policy”) tesere sound financial management practices with
respect to County or County-related obligations sehterms exceed one fiscal year (excluding leases i
which payments are not securitized). Pursuanthéo liong-Term Financial Obligation Management
Policy, a Debt Advisory Committee (“DAC") consiggirof the Chief Financial Officer, the Auditor and
Controller and the Treasurer-Tax Collector andl#staed by the Chief Administrative Office, reviews
proposed financings. DAC approval is required pt@ consideration of a financing by the Board of
Supervisors. The Long-Term Financial Obligation ndgement Policy requires that prior to any
recommendation by DAC to move forward with a loegat financial obligation, there shall be an
assessment of the ability to repay the obligatidentification of the funding source of repayment,
evaluation of the impact of the ongoing obligatamthe current budget and future budgets, assessmen
of the maintenance and operational requirementheoproject to be financed, and consideration ef th
impact on the County’s credit rating. The Long+heFinancial Obligation Management Policy also
provides for the filing of notices of completion @il projects within five years of their financing,
continuous review of outstanding obligations foomamically feasible and advantageous refinancing
opportunities and the periodic reporting of unspeaqtital project funds through quarterly or yead-en
budget reports. The Long-Term Financial Obligatidanagement Policy prohibits the use of long-term
financial obligations to fund current operationdarrecurring purposes, and the issuance of viriedie
obligations in excess of 15% of the County’s oudiag long-term obligations. Recently, the Cousty’
practice of using 5% of General Fund revenue a®taosexceed guideline for annual debt service
requirements in long-term planning has been fomdliand incorporated into the Long-Term Financial
Obligation Management Policy. Exceptions to thevgions of the Long-Term Financial Obligation
Management Policy are permitted in extraordinanydabons.

Swap Policy

In 2004, the DAC approved an Interest Rate Swajcydthe “Swap Policy”) establishing
guidelines for the execution and management ofGbenty’s use of interest rate and other swaps and
other similar products (the transactions involvisigch products being referred to herein as “Swap
Transactions”). The Swap Policy is reviewed, apdated as necessary, annually by the DAC. The
County may integrate Swap Transactions into itgai/debt and investment management programs in a
prudent manner to, among other things, enhanceetagonship between risk and return with respect t
debt or investments, achieve significant savingeamspared to products available in the cash market,
provide a higher level of savings, lower level adkr greater flexibility, or other direct benefitet
available in the cash market and achieve moreHiltyi in meeting overall financial objectives thaan

A-48



be achieved in conventional markets, all in accocdawith the parameters set forth in the Swap Polic
and consistent with the County’s overall long-tdmancial obligation management policy. Pursuant t
the Swap Policy, the total notional amount of allap Transactions executed by the County shall not
exceed 30% of the outstanding principal of the @ganlong-term debt obligations at the time of
execution. The County has no outstanding Swap acdions.

Overlapping Debt and Debt Ratios

Table 20 sets forth a direct and overlapping deiport (the “Debt Report”) prepared by
California Municipal Statistics Inc. and dated dsApril 1, 2013. The Debt Report is included for
general information purposes only. The County maisreviewed the Debt Report for completeness or
accuracy and makes no representations in conneittesawith. The Debt Report does not include the
2013 Note Participations described in the forephthis Official Statement.

The Debt Report generally includes long-term ohiayes sold in the public credit markets by
public agencies whose boundaries overlap the boigsdaf the County in whole or in part. Such long-
term obligations generally are not payable fronmeraies of the County (except as indicated) nortae t
necessarily obligations secured by land within@oainty. In many cases, long-term obligations idsue
by a public agency are payable only from the gdriera or other revenues of such public agency.

TABLE 20
COUNTY OF SAN DIEGO
ESTIMATED DIRECT AND OVERLAPPING BONDED DEBT
(As of April 1, 2013)

2012-13 Assessed Valuati$382,126,855,240 (includes unitary utility valaaf)

OVERLAPPING TAX AND ASSESSMENT DEBT % Applicable Debt 4/1/13
Metropolitan Water District 17.579% $ 29,020,292
Grossmont-Cuyamaca Community College District 100. 182,648,154
Palomar Community College District 100. 318,573,901
San Diego Community College District 100. 933,088,0
Southwestern Community College District 100. 238,885
Carlsbad Unified School District 100. 196,283,894
Oceanside Unified School District 100. 230,939,327
Poway Unified School District SFID Nos. 2002-1 &tD7-1 100. 347,663,406
San Diego Unified School District 100. 1,836,008,695
San Marcos Unified School District 100. 215,540,017
Vista Unified School District 100. 119,154,882
Other Unified School Districts 100. 15,377,146
Grossmont Union High School District 100. 406,108,0
Sweetwater Union High School District 100. 361,299,
Other Union High School Districts 100. 111,453,297
Cajon Valley Union School District 100. 127,233,107
Chula Vista City School District 100. 66,405,000
San Ysidro School District 100. 126,152,611
Other School Districts 100. 338,792,287
Otay Municipal Water District 100. 6,235,000

(Continued on next page.)
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(Continued from prior page.)

Cities 100. 104,570,000
Grossmont Healthcare District 100. 221,337,076
Palomar Pomerado Hospital District 100. 477,631,555
Community Facilities Districts 100. 1,617,556,853
1915 Act Bonds (Estimated) 100. 120,824,707
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $8,74533,099
DIRECT AND OVERLAPPING GENERAL FUND DEBT % Applicable Debt 4/1/13
San Diego County General Fund Obligations 100. % $ 399,780,000
San Diego County Pension Obligations 100. 753,89487(1)
San Diego County Superintendent of School Obliggatio 100. 17,462,500
Community College District Certificates of Partiatjpn 100. 10,405,000
San Marcos Unified School District CertificatesRatticipation 100. 55,483,327
Other Unified School District Certificates of Paiiation 100. 118,868,351
High School District Certificates of Participation 100. 82,932,500
Chula Vista City School District Certificates ofrReipation 100. 143,480,000
Other School District Certificates of Participation 100. 118,377,234
Otay Municipal Water District Certificates of Parpation 100. 56,245,000
City of Chula Vista General Fund Obligations 100. 28,875,000
City of Escondido General Fund Obligations 100. 142,098
City of San Diego General Fund Obligations 100. ,340,000
City of Vista General Fund Obligations 100. 114,300
Other City General Fund Obligations 100. 215,856,00
Special District Certificates of Participation 100. 11,780,000
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUNDHEHBT $2,811,683,758
Less: Otay Municipal Water District Certificatef Participation (100% supported) 56,245,000
City of El Cajon General Fund Obligations suppoig sales tax revenues 22,255,000
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEB $2,733,183,758
OVERLAPPING TAX INCREMENT DEBT $1,673,529,809
GROSS COMBINED TOTAL DEBT $13,230,946,666 (2)
NET COMBINED TOTAL DEBT $13,152,446,666

(1) Excludes issue to be sold.
(2) Excludes tax and revenue anticipation noteterprise revenue, mortgage revenue and non-boraj@thlc
lease obligations.

Ratios to 2012-13 Assessed Valuation
Total Overlapping Tax and Assessment Debit....... 2.29%

Combined Direct Debt ($1,153,677,748)..............0.30%
Gross Combined Total Debt ...............v e evneenn.. 3.46%
Net Combined Total Debt.........ccoovvvvieieeeeiieeeenn, 3.44%

Ratios to Redevelopment Incremental Valuation (§38,202,875)
Total Overlapping Tax Increment Debt.................. 4.31%

Source: California Municipal Statistics, Inc.
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SAN DIEGO COUNTY INVESTMENT POOL
General

The following information concerning the TreasurgoP of San Diego County (the “Treasury
Pool”) has been provided by the Treasurer. Noesgntation is made herein as to the accuracy or
adequacy of such information or as to the abseficmaterial adverse changes in such information
subsequent to the date hereof, or that the infeomatontained or incorporated hereby by referesce i
correct as of any time subsequent to its date.

The County is required to invest funds in accoréanith California Government Code Sections
53635 et seq. In addition, counties are requicedstablish their own investment policies which may
impose limitations beyond those required by the ésoment Code. All investments in the Treasurer’'s
investment portfolio conform to the statutory requients of Government Code Section 53635 et seq.,
authorities delegated by the County Board of Supers and the Treasurer's investment policy.
Pursuant to a resolution adopted July 8, 1958Btied of Supervisors delegated to the County Treasu
the authority to invest and reinvest funds of tleai@y. Applicable law limits this delegation of hatity
to a one-year period and must be renewed annugliction of the Board of Supervisors. In addition t
funds of the County (and the various departmentshen County, such as Public Works and Public
Administration), funds of certain local agencieghivi the County, including school districts in the
County, are required under state law to be depbgite County treasury (“Involuntary Depositorsii.
addition, certain agencies, including communitylege districts, invest certain of their funds ireth
County treasury on a voluntary basis (“Voluntarypbsitors” and together with the Involuntary
Depositors, the “Depositors”). Deposits made by tbeunty and the various local agencies are
commingled in a pooled investment fund (the “TreggRool” or the “Pool”). No particular deposits are
segregated for separate investment.

Under State law, Depositors in the Pool are peedhitto withdraw funds which they have
deposited on 30 days notice. The County doesxpsat that the Pool will encounter liquidity shaits
based on its current portfolio and investment dinds or realize any losses that may be requireokto
allocated among all Depaositors in the Pool.

The County has established an Oversight Committiesguant to State law. The 11 members of
the Oversight Committee include the County Treasutee Auditor and Controller, members of the
public, and a representative from a special distind a school district. The role of the Oversight
Committee is to review and monitor the Investmeriidy that is prepared by the County Treasurer.

Treasury Pool’s Portfolio

As of April 30, 2013, the securities in the TreasBool had a market value of $7,422,326,080
and a book value of $7,407,731,023 for a net urmexhlgain of $14,595,057.

The effective duration for the Treasury Pool wa&l0.years as of April 30, 2013. The duration
is a measure of the price volatility of the poritiohnd reflects an estimate of the projected irszear
decrease in the value of the portfolio based updeaease or increase in interest rates. A duratio
0.610 means that for every one percent increaggdrnest rates the market value of the portfoliaulslo
decrease by 0.610%.

As of April 30, 2013, approximately 8.20% of thdaiofunds in the Pool were deposited by

Voluntary Depositors, such as cities and fire dittr 7.73% by community colleges, 42.64% by the
County, 4.49% by the Non-County and 36.94% by Ks@Rool districts.
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Standard & Poor's Rating Group maintains ratings“AAAf" (extremely strong protection
against losses and credit defaults) and “S-1" (@nsitivity to changing market conditions) on tle®lP
The ratings reflect only the view of the rating age and any explanation of the significance of such
ratings may be obtained from such rating agencyolsws: Standard & Poor’'s Ratings Services, a
Standard & Poor’s Financial Services LLC busin&SsWater Street, New York, New York 10041.

Investments of the Treasury Pool
Authorized Investments

Investments of the Pool are placed in those séesirduthorized by various sections of the
California Government Code, which include obligaticof the United States Treasury, Agencies of the
United States Government, local and State bon@éssdwankers acceptances, commercial paper of prime
quality, certificates of deposit (both collateralizand negotiable), repurchase and reverse rearcha
agreements, medium term corporate notes, shardsemdficial interest in diversified management
companies (mutual funds), and asset backed (ingudiortgage related) and pass-through securities.
Generally, investments in repurchase agreementsotaxceed a term of one year and the security
underlying the agreement shall be valued at 102%reater of the funds borrowed against the security
and the value of the repurchase agreement shatjusted no less than quarterly. In addition, rexer
repurchase agreement generally may not exceed 286 base value of the portfolio and the termhef t
agreement may not exceed 92 days. Securities lgridimsactions are considered reverse repurchase
agreements for purposes of this limitation. Baski®'@ defined as the total cash balance excludimg
amounts borrowedi.¢., amounts obtained through selling securities by wé reverse repurchase
agreements or other similar borrowing methods).

Legislation which would modify the currently autfzad investments and place restrictions on
the ability of municipalities to invest in variousecurities is considered from time to time by the
California State Legislature. Monies in the Poolllwie invested in compliance with California
Government Code and the County’s Investment Pdiiay “Investment Policy”).

The Investment Policy

The Investment Policy currently states the pringogls of the County Treasurer when investing
public funds to be as follows: the primary objeetig to safeguard the principal of the funds urnider
County Treasurer’s control, the secondary objedtve meet the liquidity needs of the Pool Paphaits,
and the third objective is to achieve an investmreturn on the funds under the control of the Cypunt
Treasurer within the parameters of prudent riskagament. The Investment Policy contains a goal tha
50% of the Pool should be invested in securitieturi®y in one year or less, with the remainderhaf t
portfolio being invested in debt securities withtardies spread over more than one year to fivasea
Furthermore, at least 25% of the securities mustireavithin 90 days. The maximum effective dumatio
for the Pool shall be 1.50 years.

With respect to reverse repurchase agreementdnvlestment Policy provides for a maximum
maturity of 92 days (unless the reverse repurchgseement includes a written guarantee of a minimum
earning or spread for the entire period of suckeament) and a limitation on the total amount oktreg
repurchase agreements and/or securities lendirggagnts to 20% of the total investments in the .Pool
The Investment Policy states that the purpose wéree repurchase agreements shall be to invest the
proceeds from the agreement into permissible deEsithat have the highest short-term credit rating
supplement the yield on securities owned by thd;Redo provide funds for the immediate payment of
an obligation. The maturity of the reverse repusehagreement and the maturity of the security
purchased shall be the same.
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The County from time to time has engaged in sdesriending transactions. Generally, these
transactions involve the transfer by the governadeentity, through an agent, of securities to d¢erta
broker-dealers and financial institutions or otéetities in exchange for collateral, and this dellal may
be cash or securities. Most commonly, these traiosec provide for the simultaneous return of the
collateral to the securities borrower upon receipthe same securities at a later date. Presethity,
County has suspended its securities lending tréinsagrogram, but may decide to enter into a seesir
lending agreement in the future. Any such securitiending transactions are considered reverse
repurchase agreements under the Investment Patidy @&ccordingly, the total principal amount of
reverse repurchase agreements and securities ¢geagirements may not exceed 20% of the Pool. Since
the inception of the County’s securities lendinggyam in 1987, there has not been any loss of ipahc
to the Pool resulting from these securities lendiagsactions or the investment of the relatechtedal.

The Investment Policy also authorizes investmentvered call options and put options, which
are options that the Treasurer sells to a thirtiyghe right to buy an existing security in the Poosell a
security to the Pool, both at a specific price imita specific time period. Under the Investmentidspl
securities subject to covered calls are not todesl dor reverse repurchase agreements; cash snfftoi
pay for outstanding puts are to be invested in ri@si maturing on or before the expiration datethsf
option; the maximum maturity of a covered call opfput option is to be 90 days and not more th&a 10
of the total investments in the Pool could haveamst written against them at any given time.

Beginning early August 2007, the Pool halted allestment in asset-backed commercial paper
and has no plans to resume investment in this eysecurity until the current credit crisis has gexb
Further, the Pool is not invested in any structuimestment vehicles and has never invested in
collateralized debt obligations.

In order to limit exposure to credit risk, the Pbals limited purchases of corporate securities to
maturities up to 90 days. All investments in thedsurer’s investment portfolio conform to the gtaty
requirements of Government Code Section 53635 gt, sauthorities delegated by the Board of
Supervisors and the Treasurer’s investment policy.

Certain Information Relating to Pool

Table 21 below reflects information with respectte Pool as of the close of business April 30,
2013. As described above, a wide range of invegsrnisrauthorized by state law. Investments matnce a
trading activity is constant. Therefore, there bamo assurances that the investments in thevi@ibolot
vary significantly from the investments describedolv. In addition, the value of the various invesis
in the Pool will fluctuate on a daily basis as aute of a multitude of factors, including generally
prevailing interest rates and other economic caast Therefore, there can be no assurance that the
values of the various investments in the Pool méll vary significantly from the values describedble
In addition, the values specified in the followitaple were based upon estimates of market values
provided to the County by a third party. Accordinghere can be no assurance that if these sesuhéd
been sold on April 30, 2013, the Pool necessardyld have received the values specified.
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Certificates of Deposit

Commercial Paper

Fannie Mae

Fannie Mae Discount Notes

Federal Farm Credit Bank
Discount Notes

Federal Farm Credit Bank
Notes

Federal Home Loan Bank
Discount Notes

Federal Home Loan Bank
Notes

Federal Home Loan
Mortgage Corp Discount
Notes

Federal Home Loan
Mortgage Corp Notes

Money Market Funds

Negotiable CD

Repurchase Agreements

U.S. Treasury Notes

Totals for April 2013

Totals for March 2013

Change From Prior Month
Portfolio Effective Duration

TABLE 21
TREASURER-TAX COLLECTOR
SAN DIEGO COUNTY PORTFOLIO STATISTICS @
(As of April 30, 2013)

Book Value
Market Value

Weighted Weighted Yield
Percent of Average Average Yield to Current Market Accrued to Unrealized
Portfolio Maturity ~ Coupon Maturity ®  Par/Share Book Value  Price  Market Value  Interest ~ Worst®  Gain/Loss
0.87 % 151 151 0.30% $ 64,713,008 64,713,00 1.000 $ 64,713,000 $ 2975 0.30% $ 0
20.69 39 39 0.14 1,533,000,000532,767,60: 1.000 1,532,694,964 0 0.14 (72,639)
14.54 961 674 0.76 1,070,384,0a0077,096,24 1.010 1,081,103,056 3,021,649 0.76 4,006,808
5.60 35 35 0.11 4150000, 414,954,28! 0.999 414,789,330 0 0.11 (164,955)
2.56 127 127 0.19 190,000,000 189,869,63¢ 0.998 189,654,090 0 0.19 (215,549)
4.49 273 163 0.29 332,689,000 332,671,14- 1.000 332,790,588 269,011 0.29 119,444
3.38 21 21 0.13 250,000,000 249,982,47¢ 0.999 249,857,700 0 0.13 (124,776)
21.04 278 237 0.44 1,553,340,0001,558,712,10: 1.006 1,563,026,359 2,888,585 0.43 4,314,254
0.34 59 59 0.13 25,000,000 24,994,76: 0.999 24,981,950 0 0.13 (12,814)
9.10 733 452 0.88 669,852,000 674,141,96¢ 1.012 677,575,584 2,147,957 0.71 3,433,616
2.11 1 1 0.09 156,425,000156,425,00( 1.001 156,530,105 10,441 0.09 105,105
11.97 24 24 0.15 886,330,000 886,330,55: 1.000 886,330,575 114,501 0.15 23
0.27 1 0.02 19,694,62819,694,62¢ 1.000 19,694,628 11 0.02 0
_3.04 883 883 112 222,000,000 225,377,61: 1.030 228,584,150 1,290,310 1.12 3,206,538
100.00% 322 239 0.40%  $7,388,427,6287,407,731,02 1.005 $7,422,326,080 $9,745,439  0.38% $14,595,057
100.00% 371 268 0.47 %  $5,893,872,409%5,907,582,47 1.005 $5,921,630,283 $9,157,374 0.44% $14,047,805
(49) (29) (0.07) $1,494,555,219%$1,500,148,54 (0.000) $1,500,695,797 $ 588,065 (0.06) $ 547,252
0.610 years
Fiscal Year Calendar Year
April Return Annualized to Date Return Annualized to Date Return Annualized
0.034% 0.409% 0.398% 0.478% 0.145 % Ve4
0.034% 0.409% 0.396% 0.475% 0.145% A4

Source:
@

2

The County.

the maturity date.
®)

Yields for the portfolio are aggregated basedhenttook value of each security.
Yield to maturity (“YTM") is the estimated rate ofturn on a bond given its purchase price, assyalircoupon payments are made on a timely basiseinvested at this same rate of return to

Yield to worst (“YTW") is the lesser of yield toaturity or yield to call, reflecting the optionalibf the bond issuer.

A-54



CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES,
REVENUES AND APPROPRIATIONS

Article XIII A

On June 6, 1978, California voters approved Projposil3, adding Article XllI A to the
California Constitution. Article XIII A, among o#h things, affects the valuation of real propedythe
purpose of taxation in that it defines the fulllc@soperty value to mean “the county assessorisatain
of real property as shown on the 1975/76 tax Iniler ‘full cash value,’ or thereafter, the apprdisalue
of real property newly constructed, or when a cleaty ownership has occurred after the 1975
assessment.” The full cash value may be adjustedadly to reflect inflation at a rate not to exde€¥6
per year, or a reduction in the consumer pricexrmtecomparable local data for the area under taxin
jurisdiction, or reduced in the event of declinjprgperty value caused by substantial damage, atistnu
or other factors including a general economic downtAny reduction in assessed value is temponady a
may be adjusted for any given year by the AsseSdwe. assessed value increases to its pre-reduction
level (escalated to the annual inflation rate ofnmare than two percent) following the year(s) fdrieh
the reduction is applied. The amendment furtheitdithe amount of angd valoremtax on real property
to 1% of the full cash value except that additioteates may be levied to pay (i) debt service on
indebtedness approved by the voters prior to JUl®T8, (ii) bonded indebtedness for the acquisitio
improvement of real property approved on or aftdy 1, 1978 by two-thirds of the votes cast by the
voters voting on the proposition; and (iii) bondedebtedness incurred by a school district or conityiu
college district for the construction, reconstrantirehabilitation or replacement of school fa@stor the
acquisition or lease of real property for schodliliées, approved by 55% of the voters of the sitho
district or community college district, but only défertain accountability measures are included & th
proposition.

On June 3, 1986, California voters approved Projposi46, which added an additional
exemption to the 1% tax limitation imposed by AdiXIIl A. Under this amendment to Article XIII A,
local governments and school districts may increhge property tax rate above 1% for the period
necessary to retire new general obligation boridsa-thirds of those voting in a local electionpapve
the issuance of such bonds and the money raiseddihrthe sale of the bonds is used exclusively to
purchase or improve real property.

Legislation enacted by the State Legislature tdement Article XIII A provides that all taxable
property is shown at full assessed value as destdbove. In conformity with this procedure, akable
property value included in this Official Stateméexcept as noted) is shown at 100% of assessed valu
and all general tax rates reflect the $1 per $10@vable value. Tax rates for voter approved leond
indebtedness are also applied to 100% of asseafigel v

Future assessed valuation growth allowed underclarilll A (new construction, change of
ownership, 2% annual value growth) will be allodate the basis of “situs” among the jurisdictiohatt
serve the tax rate area within which the growthuogclLocal agencies and school districts will sttage
growth of “base” revenue from the tax rate areachEgear’s growth allocation becomes part of each
agency'’s allocation the following year. The Couistyinable to predict the nature or magnitude afrtt
revenue sources which may be provided by the Stateplace lost property tax revenues. Article XAll
effectively prohibits the levying of any othad valoremproperty tax above the 1% limit except for taxes
to support indebtedness approved by the voteresgided above.
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Article XIII B

On November 6, 1979, California voters approvedoBsdion 4, which added Article Xl B to
the California Constitution. In June 1990, the vstérough their approval of Proposition 111 amende
Article XIII B. Article XIII B of the California Castitution limits the annual appropriations of Biate
and any city, county, school district, special riti$t authority or other political subdivision dfid State
(e.g. local governments) to the level of approret for the prior fiscal year, as adjusted annyutdt
changes in the cost of living, population and smvirendered by the governmental entity. The “base
year” for establishing such appropriation limitle 1978-79 fiscal year. Increases in appropriatinna
governmental entity are also permitted (i) if fioah responsibility for providing services is trégsed to
a governmental entity, or (ii) for emergencies sngl as the appropriations limits for the three gear
following the emergency are reduced accordingly pfevent any aggregate increase above the
Constitutional limit. Decreases are required witesponsibility for providing services is transfetrfeom
the government entity.

Appropriations subject to Article XIII B include gerally any authorization to expend during the
fiscal year the proceeds of taxes levied by ortlier State, exclusive of certain State subventionshie
use and operation of local government, refunds aied, benefit payments from retirement,
unemployment insurance and disability insurancel$uippropriations subject to limitation of an énti
of local government include any authorization tpend during a fiscal year the proceeds of taxesdev
by or for that entity and the proceeds of certaiateS subventions to that entity and refunds of daxe
Appropriations subject to limitation pursuant totigle Xl B do not include debt service on
indebtedness existing or legally authorized asawfudry 1, 1979, on bonded indebtedness thereafter
approved according to law by a vote of the electdrthe issuing entity voting in an election forchu
purpose, appropriations required to comply with d@es of courts or the federal government,
appropriations for qualified outlay projects, aqgbeopriations by the State of revenues derived famm
increase in gasoline taxes and motor vehicle welighs above January 1, 1990 levels. “Proceeds of
taxes” include, but are not limited to, all tax eewes and the proceeds to any entity of governimeamt
() regulatory licenses, user charges, and uses feethe extent such proceeds exceed the cost of
providing the service or regulation, (ii) the intraent of tax revenues and (iii) certain State subwes
received by local governments.

Article Xl B includes a requirement pursuant tdhieh fifty percent (50%) of all revenues
received by the State in a fiscal year and in theaf year immediately following it in excess okth
amount which may be appropriated by the State mpti@ance with Article XIII B during that fiscal yea
and the fiscal year immediately following it shiadl transferred and allocated, from a fund estaddigbr
that purpose, pursuant to Article XVI of the St&tenstitution. In addition, fifty percent (50%) oll a
revenues received by the State in a fiscal yeaiiratitk fiscal year immediately following it in eass of
the amount which may be appropriated by the Statmmpliance with Article Xl B during that fiscal
year and the fiscal year immediately followinglia§ be returned by revising tax rates or fee suoled
within the next two subsequent fiscal years. Furtiaticle XIll B includes a requirement that all
revenues received by an entity of government, dtieen the State, in a fiscal year and in the figealr
immediately following it that exceed the amount gthmay be appropriated by that entity in compliance
with Article XIII B during that fiscal year and thHescal year immediately following it shall be reted
by revising tax rates or fee schedules within the two subsequent fiscal years.

As amended in June 1990, the appropriations liomitthe County in each year is based on the
limit for the prior year, adjusted annually for dlgas in the costs of living and changes in popuatand
adjusted, where applicable, for transfer of finahoésponsibility of providing services to or franother
unit of government. The change in the cost of tivig, at the County’s option, either (i) the petege
change in California per capita personal incomenfithe preceding fiscal year, or (ii) the percentage
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change in the local assessment roll from the piegédiscal year for the jurisdiction due to the i

of local nonresidential new construction. Pursutntthe Revenue and Taxation Code, the State's
Department of Finance annually transmits to eath amd each county an estimate of the percentage
change in the population of the city or the county.

Article Xl B permits any government entity to aige the appropriations limit by vote of the
electorate in conformity with statutory and Consdignal voting requirements, but any such voter-
approved change can only be effective for a maxirotifour years.

The Board of Supervisors adopted the annual apiatapr limit for Fiscal Year 2012-13 of
approximately $4.2 billion. The limitation appliesly to proceeds of taxes and therefore does ray ap
to service fees and charges, investment earningsosproceeds of taxes, fines, and revenue from the
sale of property and taxes received from the Saaig federal governments that are tied to special
programs. Based on the Fiscal Year 2012-13 Adojredget, the funds subject to limitation total
approximately $1.53 billion (total General OpergtiBudget minus non-proceeds of taxes and debt
service) and are approximately $2.67 billion betbe Article XlII B limit.

Proposition 46

On June 3, 1986, California voters approved Projposi46, which added an additional
exemption to the 1% tax limitation imposed by AdiXIIl A. Under this amendment to Article Xl A,
local governments and school districts may increhase property tax rate above 1% for the period
necessary to retire new general obligation boridsa-thirds of those voting in a local electionpapve
the issuance of such bonds and the money raiseddhrthe sale of the bonds is used exclusively to
purchase or improve real property.

Proposition 62

Proposition 62 was adopted by the California votarghe November 4, 1986, general election
which (a) requires that any new or higher taxesdeneral governmental purposes imposed by local
governmental entities such as the County be apgrbyea two-thirds vote of the governmental entity’'s
legislative body and by a majority vote of the vetef the governmental entity voting in an electmn
the tax, (b) requires that any special tax (definedaxes imposed for specific purposes) imposed by
local government entity be approved by a two-thirdie of the voters of the governmental entity ngti
in an election on the tax, (c) restricts the useesknues from a special tax to the purposes othier
service for which the special tax was imposed,pf@hibits the imposition o&d valoremtaxes on real
property by local governmental entities except asmitted by Article XllI A of the California
Constitution, (e) prohibits the imposition of tranton taxes and sales taxes on the sale of repepy
by local governmental entities, and (f) requiredt thny tax imposed by a local governmental entityo
after August 1, 1985, be ratified by a majorityevaif the voters voting in an election on the takhimi
two years of the adoption of the initiative or bentinated by November 15, 1988.

On September 28, 1995, the California Supreme Couthe case ofanta Clara County Local
Transportation Authority v. Guardinaipheld the constitutionality of Proposition 68. this case, the
court held that a county-wide sales tax of one-lwdlfone percent was a special tax that, under
Section 53722 of the Government Code, was invaittout the required two-thirds voter approval. The
decision did not address the question of whetheobit should be applied retroactively.

Following the California Supreme Court’s decisigphalding Proposition 62, several actions

were filed challenging taxes imposed by public aggssince the adoption of Proposition 62. On Jyne
2001, the California Supreme Court released it¢saetin one of these case$oward Jarvis Taxpayers
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Association v. City of La Habra, et gl'lLa Habra”). In this case, the court held thabliezi agency’s
continued imposition and collection of a tax iscangoing violation, upon which the statute of linibas
period begins anew with each collection. The calsd held that, unless another statute or constiait
rule provided differently, the statute of limitati® for challenges to taxes subject to Propositidrisé
three years. Accordingly, a challenge to a taxestlo Proposition 62 may only be made for thogzeda
received within three years of the date the aa8dsrought. The portion of the County’s taxes suabjo
Proposition 62, including the County’s transientuggancy tax, is in compliance with Proposition 62
requirements.

Proposition 218

On November 5, 1996, the California voters approReaposition 218, a constitutional initiative
entitled the “Right to Vote on Taxes Act” (“Proptish 218"). Proposition 218 adds Articles XIII Cdn
XIII D to the California Constitution and contaiasnumber of interrelated provisions limiting theligb
of local governments, including the County, to impoand collect both existing and future taxes,
assessments, fees and charges. The County is uoagbtedict whether and to what extent Proposition
218 may be held to be constitutional or how itsntemwill be interpreted and applied by the courts.
Proposition 218 could substantially restrict theu@ty’s ability to raise future revenues and couldjsct
certain existing sources of revenue to reductiorrepreal, and increase the County's costs to hold
elections, calculate fees and assessments, nbéfpublic and defend its fees and assessmentauih co
Further, as described below, Proposition 218 pes/idr broad initiative powers to reduce or repecdl
taxes, assessments, fees and charges. Howevartlaheany impact resulting from the exercise o th
initiative power, the County does not presentlyidyad that the potential impact on the financialdiban
of the County as a result of the provisions of Beijon 218 will adversely affect the County’s #ito
pay principal of and interest on the Notes andquerfits other obligations as and when due.

Article XllI C requires that all new, extended, micreased local taxes be submitted to the
electorate before they become effective. Taxegdoeral governmental purposes of the County reguire
majority vote of the electorate and taxes for dpepurposes, even if deposited in the County’s €&eh
Fund, require a two-thirds vote of the electordiieese voter approval requirements of Propositiod 21
reduce the flexibility of the County to raise reues through General Fund taxes, and no assurance ca
be given that the County will be able to imposeterd or increase such taxes in the future to meet
increased expenditure requirements.

Article XIII C also expressly extends the initisgiypower to give voters the power to reduce or
repeal local taxes, assessments, fees and chaegasdless of the date such taxes, assessmergxrfee
charges were imposed. This extension of the iniggpower is not limited by the terms of Propositio
218 to local taxes, assessments, fees or chargeséau after November 6, 1996 and absent other legal
authority could result in retroactive reductioraimy existing taxes, assessments or fees and charges

The repeal of local taxes, assessments, fees ageshaould be challenged as a violation of the
prohibition against impairing contracts under thentcact clause of the United States Constitution.
Subsequent to the amendment of Article XllI C, 8tate Legislature approved SB 919 (the “Proposition
218 Omnibus Implementation Act”), which directeditithe initiative power provided for in Proposition
218 “shall not be construed to mean that any owsrebeneficial owner of a municipal security,
purchased before or after November 6, 1998, asstimatsk of, or in any way consents to, any acbgn
initiative measure that constitutes an impairmentantractual rights” protected by the United State
Constitution. However, no assurance can be givahttie voters of the County will not, in the future
approve an initiative which reduces or repealslitiees, assessments, fees or charges that and bew
deposited into the County’s General Fund. Furttiees” and “charges” are not defined in Article XG
or Proposition 218 Omnibus Implementation Act, @nid unclear whether these terms are intended to
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have the same meanings for purposes of Article ®IHs they do in Article Xlll D, as described below
Accordingly, the scope of the initiative power undeticle XIIl C could include all sources of Geiaér
Fund moneys not received from or imposed by theerfddor State government or derived from
investment income.

The initiative power granted under Article Xl Quy its terms, applies to all local taxes,
assessments, fees and charges and is not limitkxtdbtaxes, assessments, fees and charges ¢hat ar
property related. The County is unable to predicetiver the courts will interpret the initiative pigion
to be limited to property related fees and charlyesassurance can be given that the voters of thmi@
will not, in the future, approve an initiative whiceduces or repeals local taxes, assessmentspifees
charges which are deposited into the County’'s Geriaind. The County believes that in the event that
the initiative power was exercised so that all Ideaes, assessments, fees and charges which may be
subject to the provisions of Proposition 218 acuoed or substantially reduced, the financial coowli
of the County, including its General Fund, wouldrbaterially adversely affected. As a result, thean
be no assurances that the County would be ablaytdhe principal of and interest on the Notes ab an
when due or any of its other obligations payabdenfthe County General Fund.

Article X1l D added several requirements that gatlg made it more difficult for local agencies,
such as the County, to levy and maintain “assestshefior municipal services and programs.
“Assessment” is defined in Proposition 218 and Bneposition 218 Omnibus Implementation Act (as
enacted in Government Code Section 53750) to mepiheay or charge upon real property for a special
benefit conferred upon the real property. Thisudels maintenance assessments imposed in County
service areas and in special districts. In modtaines, in the event that the County is unableotieat
assessment revenues relating to specific progranascansequence of Proposition 218, the County will
curtail such services rather than use amountseiiGéneral Fund to finance such programs. Accorgingl
the County anticipates that any impact Article Xlllmay have on existing or future taxes, fees, and
assessments will not adversely affect the abilitthe County to pay the principal of and interesttbe
Notes, as and when due. However, no assuranceeanvén that the County may or will be able to
reduce or eliminate such services to avoid newsctist the County General Fund in the event the
assessments that presently finance them are reducepealed.

Article XIII D also adds several provisions affeqgi“fees” and “charges” which are defined as
“any levy other than arad valoremtax, a special tax, or an assessment, imposednbggancy
[subdivision (a) of Section 2 of Article Xl D dieles an agency as any local government as defined i
subdivision (b) of Section 1 of Article XIIIC] upoa parcel or upon a person as an incident of ptpper
ownership, including a user fee or charge for gerty related service.” All new fees and charges, an
after June 30, 1997, all existing property reldtms and charges that are extended, imposed easexd
must conform to requirements prohibiting, amongeotthings, fees and charges which (i) generate
revenues exceeding the funds required to providepttoperty related service, (ii) are used for any
purpose other than those for which the fees andyelaare imposed, (iii) are for a service not ditua
used by, or immediately available to, the ownethef property in question, or (iv) are used for gahe
governmental services, including police, fire, atabae or library services, where the service islabke
to the public at large in substantially the samexmea as it is to property owners. Further, befarg a
property related fee or charge may be imposed aeased, written notice must be given to the record
owner of each parcel of land affected by such feeharge. The County must then hold a hearing upon
the proposed imposition or increase of such prgpetated fee or charge, and if written protestsirast
the proposal are presented by a majority of theessviof the identified parcels, the County may not
impose or increase the fee or charge. Moreovegmxor fees or charges for sewer, water and refuse
collection services, no property related fee orrghamay be imposed or increased without majority
approval by the property owners subject to thedieeharge or, at the option of the County, twoehir
voter approval by the electorate residing in thecéd area. The annual amount of revenues that are
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received by the County and deposited into its Ganeand which may be considered to be property
related fees and charges under Article XIll D obgrsition 218 is not substantial. Accordingly, the
County does not presently anticipate that any imnpaiicle Xlll D may have on future fees and chage
will adversely affect the ability of the County pay the principal of and interest on the Notesrab a
when due. However, no assurance can be givenhth&@aunty may or will be able to reduce or elimgnat
such services to avoid new costs for the Countye@ér-und in the event the fees and charges that
presently finance them are reduced or repealed.

The County has a clean water enterprise fund wikisklf-supporting from fees and charges that
may ultimately be determined to be property reldtedpurposes of Article Xl D of Proposition 218.
Further, the fees and charges of the County’s pms$er funds, including those which are not property
related for purposes of Article Xlll D of Propositi 218, may be determined to be fees and charges
subject to the initiative power as provided in Ali XIll C of Proposition 218, as described abduethe
event that fees and charges cannot be appropriatyased or are reduced pursuant to the exestise
the initiative power, the County may have to choabether to reduce or eliminate the service findnce
by such fees or charges or finance such serviee ifiloGeneral Fund. Further, no assurance canvea gi
that the County may or will be able to reduce anmlate such services in the event the fees andyeba
that presently finance them are reduced or repealed

Additional implementing legislation respecting Posjtion 218 may be introduced in the State
legislature from time to time that would amend aogplement and add provisions to California stajuto
law. No assurance may be given as to the termsabf legislation or its potential impact on the Cyun

Proposition 1A

Proposition 1A (“Proposition 1A”"), proposed by thegislature as a Senate Constitutional
Amendment in connection with the 2004-05 Budget &ui approved by California voters in November
2004, provides that the State may not reduce acgl Isales tax rate, limit existing local government
authority to levy a sales tax rate or change thecation of local sales tax revenues, subject ttate
exceptions. Proposition 1A generally prohibits 8tate from shifting to schools or community college
any share of property tax revenues allocated tal Igovernments for any fiscal year, as set forttenn
the laws in effect as of November 3, 2004. Anyngjgain the allocation of property tax revenues agnon
local governments within a county must be approbgdwo-thirds of both houses of the Legislature.
Proposition 1A provides that the State may shifs¢bools and community colleges up to 8% of local
government property tax revenues, which amount inesepaid, with interest, within three yearshif t
Governor proclaims that the shift is needed dua $severe state financial hardship, the shift is@pul
by two-thirds of both houses of the State Legis&tnd certain other conditions are met. The Stz
also approve voluntary exchanges of local salestakproperty tax revenues among local governments
within a county. Proposition 1A also provides tliahe State reduces the VLF rate below 0.65 perce
of vehicle value, the State must provide local goreents with equal replacement revenues. Further,
Proposition 1A requires the State, beginning Jyld05, to suspend State mandates affecting cities,
counties and special districts, excepting mandediging to employee rights, schools or community
colleges, in any year that the State does not felijmburse local governments for their costs to ggm
with such mandates. The State’s ability to ingiaitture exchanges and shifts of funds will be teaiby
Proposition 22. See “ — Proposition 22" below.

Proposition 22
Proposition 22 (“Proposition 22”), which was appedvby California voters in November 2010,

prohibits the State, even during a period of se¥isgal hardship, from delaying the distribution tak
revenues for transportation, redevelopment, orl lgogernment projects and services and prohibig fu
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tax revenues from being loaned for cash-flow ordgaticdalancing purposes to the State General Fund or
any other State fund. Due to the prohibition witspect to State’s ability to take, reallocate, bodow
money raised by local governments for local purpps&oposition 22 supersedes certain provisions of
Proposition 1A of 2004. See “ — Proposition 1Atdia. In addition, Proposition 22 generally elirties

the State’s authority to temporarily shift propetaxes from cities, counties, and special distriots
schools, temporarily increase school and commuriliege district’'s share of property tax revenues,
prohibits the State from borrowing or redirectingdevelopment property tax revenues or requiring
increased pass-through payments thereof, and fohite State from reallocating vehicle license fee
revenues to pay for State-imposed mandates. IrtiaddProposition 22 requires a two-thirds vote of
each house of the State Legislature and a pubdarte process to be conducted in order to change th
amount of fuel excise tax revenues shared witesaind counties.

Proposition 22 prohibits the State from borrowirdes taxes or excise taxes on motor vehicle
fuels or changing the allocations of those taxesramocal government except pursuant to specified
procedures involving public notices and hearingsaddition, Proposition 22 requires that the Saqmaly
the formula setting forth the allocation of Statelftax revenues to local agencies revert to thadta in
effect on June 30, 2009. The LAO anticipates thadpésition 22 will require the State to adopt
alternative actions to address its fiscal and gabisjectives, particularly with respect to shorttecash
flow need. The County does not believe that theotido of Proposition 22 will have a significant iaqd
on its revenues and expenditures during Fiscal 2@4aP-13.

Proposition 26

Proposition 26 (“Proposition 26”), which was appedvby California voters on November 2,
2010, revises the California Constitution to expahé definition of “taxes.” Proposition 26 re-
categorizes many State and local fees as taxespauifies a requirement of two-thirds voter appldoa
taxes levied by local governments.

Proposition 26 requires the State obtain the agbrof two-thirds of both houses of the State
Legislature for any proposed change in State sstuthich would result in any taxpayer paying ébrg
tax. Proposition 26 eliminates the previous practihereby a tax increase coupled with a tax reolcti
that resulted in an overall neutral fiscal effeetsvsubject only to a majority vote in the Stateislegure.
Furthermore, pursuant to Proposition 26, any iregda a fee above the amount needed to provide the
specific service or benefit is deemed to be a takthe approval thereof will require such two-tBindbte
of approval to be effective. In addition, for S&tamposed fees and charges, any fee or chargeeatiopt
after January 1, 2010 with a majority vote of appit®f the State Legislature which would have reeghi
a two-thirds vote of approval of the State Legiglatif Proposition 26 were effective at the timesath
adoption is repealed as of November 2011 absemethdoption by the requisite two-thirds vote.

Proposition 26 amends Article XIIl C of the StatenGtitution to state that a “tax” means a levy,
charge or exaction of any kind imposed by a localegnment, except (1) a charge imposed for a specif
benefit conferred or privilege granted directlythe payor that is not provided to those not charged
which does not exceed the reasonable costs tmtiaé dovernment of conferring the benefit or gnagpti
the privilege; (2) a charge imposed for a spegbeernment service or product provided directlyhe
payor that is not provided to those not charged, which does not exceed the reasonable costs to the
local government of providing the service or prdg(8) a charge imposed for the reasonable regylato
costs to a local government for issuing licenseas @ermits, performing investigations, inspectionsd a
audits, enforcing agricultural marketing ordersd @he administrative enforcement and adjudication
thereof; (4) a charge imposed for entrance to erafisocal government property or the purchaseatent
lease of local government property; (5) a fine,ghsm or other monetary charge imposed by the jatlic
branch of government or a local government as @tre§ a violation of law; (6) a charge imposedaas
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condition of property development; or (7) assesdmand property related fees imposed in accordance
with the provisions of Proposition 218. See “ eftrsition 218”) herein.

Proposition 26 applies to any levy, charge or emadmposed, increased, or extended by local
government on or after November 3, 2010, unlesmpted, as stated above. Accordingly, fees adopted
prior to that date are not subject to the measntiéthey are increased or extended or if it iscdetined
that an exemption applies. As of the date hereohenof the County’'s fees or charges has been
challenged in a court of law in connection with tequirements of Proposition 26.

If the local government specifies how the fundsrfra proposed local tax are to be used, the
approval will be subject to a two-thirds voter regment. If the local government does not specdwh
the funds from a proposed local tax are to be ugedapproval will be subject to a fifty percentem
requirement. Proposed local government fees tlahar subject to Proposition 26 generally are stbje
to the approval of a majority of the governing boltygeneral, proposed property charges will bgexib
to a majority vote of approval by the governing padthough certain proposed property charges &b a
require approval by a majority of the affected gy owners.

Future Initiatives

Article XIII A, Article X1l B, Article Xl C, Art icle XIll D, Proposition 111, Proposition 1A,
Proposition 62, Proposition 22, and Propositionm#ge each adopted as measures that qualified éor th
ballot pursuant to the State’s initiative procdssom time to time, other initiative measures cobéd
adopted, further affecting revenues of the Coumtthe County’s ability to expend revenues. The retu
and impact of these measures cannot be predictédtel§ounty.

STATE OF CALIFORNIA BUDGET INFORMATION
AND FEDERAL STIMULUS INFORMATION

State of California Budget Information

The following information concerning the State’sdgets has been obtained from publicly
available information which the County believes le reliable; however, the County takes no
responsibility as to the accuracy or completenéssebf and has not independently verified such
information. Information about the State Budgetrégularly available at various State-maintained
websites. Text of the State budget may be fountdeaDepartment of Finance website, www.dof ca.gov,
under the heading “California Budget.” An impartehalysis of the State’s budget is posted by the
Legislative Analyst's Office (the “LAO”) at www.laoa.gov. In addition, certain State official
statements, many of which contain a summary ottheent and past State budgets, may be found at the
website of the State Treasurer, www.treasurer.gaagn the Municipal Securities Rulemaking Board’s
Electronic Municipal Market Access System, emmalnwsg. The information referred to on the website
of the State Treasurer is prepared by the Stateankdy the County or the Underwriters, and the ri@pu
and the Underwriters take no responsibility for thatinued accuracy of the internet address ofSthe
Treasurer or for the accuracy, if any, or timelgie$ information posted there, and such informatgon
not incorporated herein by these references.

State Budget for Fiscal Year 2012-13

2012-13 State Budget ActOn June 28, 2012, the Governor signed the Statgédubict for
Fiscal Year 2012-13 (the “2012-13 State Budget Att"address a then-projected $16.6 billion deficit
through June 30, 2013. The 2012-13 State BudgeteAtitnated Fiscal Year 2012-13 revenues and
transfers of $95.89 billion, total expendituress®fL.34 billion and a year-end surplus of $1.67dsil(net
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of the negative $2.88 billion prior-year State Gahd-und balance). The 2012-13 State Budget Act
allocates $719 million of the projected surplustiie reserve for the liquidation of encumbrances and
$948 million of the projected surplus to the spefiiad for economic uncertainties. The 2012-13 &tat
Budget Act estimated revenues and expendituresrasguCalifornia Proposition 30 (“Proposition 30")
was approved by voters in the State. In the evenpd3ition 30 was not approved, the 2012-13 State
Budget proposed $5.95 billion in trigger cuts twauld go into effect on January 1, 2013. Proposi86
was approved by voters in the State on Novemb2082. See “ - Governor’s Tax Initiative” herein.erTh
2012-13 State Budget Act further states that uodeent projections and assuming voter approvahef
Governor’'s Revised 2012 Tax Initiative, the Statmislget for Fiscal Year 2012-13 will be balancediin
ongoing manner.

Features of the 2012-13 State Budget Act affeatnties in general include, but are not limited
to, the following:

1. The 2012-13 State Budget Act suspends the calvatge of child support collections in
Fiscal Year 2012-13. The 2012-13 State Budget Aojepts the suspension will reduce State General
Fund expenditures by approximately $31.9 million.

2. The 2012-13 State Budget Act continues the Gmrés plan to modify the correctional
system and realign responsibilities between théeS&émd counties. The 2012-13 State Budget Act
implements a new fee structure pursuant to whietStiate will charge counties $24,000 per yeardche
offender committed by a juvenile court to the Diersof Juvenile Justice.

3. The 2012-13 State Budget Act provides $500 omillof additional lease revenue bond
financing authority for the acquisition, design armhstruction of local facilities to assist couatia the
management of their respective offender populatidhe additional bond financing authority will be i
addition to the $1.2 billion of lease revenue bdiméncing authority provided by Assembly Bill 900
(2007) for two phases of the Local Jail Construtfinancing Program.

4, The 2012-13 State Budget Act creates a processuant to which the State will
determine how the liquid assets of redevelopmeeheigs that were dissolved pursuant to ABx1 26
should have been shifted to their successor agemgien they were dissolved. Pursuant to this psyces
loans from cities and counties to their redevelapnagencies currently ineligible for repayment vebul
be deemed eligible for repayment beginning in Fis&ar 2013-14. In addition, land and other phylsica
assets that are not needed for enforceable oldigatf the former redevelopment agencies may be
transferred by the successor agency to the citponty that created the redevelopment agency agdl us
for economic development. Upon the transfer, theeivéng city or county will not be required to
compensate the affected taxing entities.

5. The 2012-13 State Budget Act created a one-pinogess pursuant to which taxing
entities may be able to recapture property taxmeeethat, due to the timing of the Supreme Court’s
ruling in California Redevelopment Association v. Matosaatas inconsistent interpretations of the law,
such taxing entities did not receive in Fiscal Y@8d1-12. The 2012-13 State Budget Act required
successor agencies to remit these amounts to tagedecounty auditor-controller and such county
auditor-controller was required to distribute thaseunts to the affected taxing entities in Jul$20

6. The 2012-13 State Budget Act continues the Gur&r plan to modify or suspend
mandates upon local agencies from the State. Th2-28 State Budget Act suspends various mandates
for Fiscal Year 2012-13, with the exception of agrtmandates relating to law enforcement and ptpper
taxes. The Governor estimates that this suspensitbrreduce State General Fund expenditures by
approximately $728.8 million. The 2012-13 State getdAct proposes to suspend these mandates in
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Fiscal Years 2013-14 and 2014-15. In addition, 2082-13 State Budget Act defers approximately
$99.5 million due to local agencies for paymentrf@ndate costs incurred prior to Fiscal Year 2004-0

Governor’'s Tax Initiative Proposition 30, which was approved by the retuisercentage of
voters in the State voting on the proposition, terafly increases the maximum marginal personal
income tax rates for individuals, heads of hous#haind joint filers above 9.3 percent by creathrgd
additional tax brackets of 10.3 percent, 11.3 pdgr@nd 12.3 percent. The tax increases set forth in
Proposition 30 will be in effect from tax year 201@ tax year 2018. In addition, Proposition 30
temporarily increases the State’s sales and usatevby 0.25 percent from 2013 to 2016.

Pursuant to Proposition 30, the State will inclueeenues from the temporary tax increases in
the General Fund calculation of the Propositiom®&mum guarantee for education spending. The State
will deposit a portion of the new General Fund rexes into an Education Protection Account be
established to support funding for schools and camty colleges. The remainder of the new General
Fund revenues will be available to help the Statarxre its budget through Fiscal Year 2017-18.
However, the allocation of such revenues to padicprograms is subject to the discretion of the
Governor and the State Legislature.

In addition, Proposition 30 amends the State Cauistn to address certain provisions relating to
the realignment of State program responsibilitetotal governments. Proposition 30 requires tlaeSt
to continue to provide tax revenues that were eetid in calendar year 2011 (or equivalent funds) t
local governments to pay for transferred prograspoesibilities. Further, Proposition 30 permanently
excludes sales tax revenues that are redirectelbcl governments from the calculation of the
Proposition 98 minimum guarantee for schools amdroonity colleges.

Pursuant to Proposition 30, the State’s abilityexpand program requirements will be limited.
Local governments will not be required to implemany future State laws that increase local costs to
administer realigned program responsibilities umnldse State provides such local governments with
additional money to pay for the increased coststhén, Proposition 30 requires the State to pay plar
any new local costs that result from certain caations and changes in federal statutes or regokti
that are related to the realigned program respiitisd. Proposition 30 eliminates potential funglin
liability on the part of the State for mandates a®gd upon local governments. Previously, the Stake
required to reimburse local governments when tla¢eStposed new mandates upon them. In addition,
Proposition 30 eliminates the State’s practiceenfbursing local governments for costs resultirggr
certain provisions of the Ralph M. Brown Act incilngl, among other things, the requirement to prepare
and post agendas for public meetings.

The LAO estimates that Proposition 30 could inceeesalignment costs for the State because,
among other things, Proposition 30 guarantees tti@tState will continue to provide funds to local
governments to pay for realigned programs, requinesState to pay a portion of the costs, if any,
associated with future federal law changes andt@ases, and authorizes local governments to rétuse
implement new State laws and regulations that asmeheir costs unless the State provides additiona
funds. The LAO estimates that Proposition 30 cduolitease revenues available to local governments
because the State would continue to provide fuadsdal governments to pay for realigned the progra
responsibilities and to pay all or part of the sastsociated with future changes in State and détiav
and court cases. The LAO projects that the projectst increases to the State and revenue incréases
local governments could be impacted by changesingl#o mandate reimbursements and Brown Act
reimbursements.
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State Budget for Fiscal Year 2013-14

Fiscal Year 2013-14 Proposed State Budgeh January 10, 2013, Governor Edmund G. Brown
released his 2013-14 Proposed Budget (the “FiserY2013-14 Proposed State Budget”), which
projects Fiscal Year 2012-13 revenues and transfe$85.39 billion, total expenditures of $92.98itin
and a year-end surplus of $785 million (net of $#1e62 billion deficit from Fiscal Year 2011 12), of
which $618 million would be reserved for the ligaiidn of encumbrances and $167 million would be
deposited in a reserve for economic uncertaintidhie Fiscal Year 2013-14 Proposed State Budget
projects Fiscal Year 2013-14 revenues and transfe$88.50 billion, total expenditures of $97.68itin
and a year-end surplus of $1.64 billion (inclusfethe projected $785 million State General Fund
balance for Fiscal Year 2012-13), of which $618lionl would be reserved for the liquidation of
encumbrances and $1.02 billion would be depositeal ieserve for economic uncertainties. The Fiscal
Year 2013-14 Proposed State Budget states thetdie’'s budget remains balanced by a small margin
and cautions that such balance may be affectedbgyus factors, including among other things, stuft
costs to the State from the federal governmentutioertainty of the economic recovery in the State
the country, actions taken by the federal goverrrared the judicial system and rising health castxo

Certain of the features of the Fiscal Year 2013Ptdposed State Budget which could affect
counties in the State include the following:

1. The Fiscal Year 2013-14 Proposed Budget incledtisnates of allocations of base and
growth amounts for 2011 Realignment through Fi¥edr 2014-15, resulting in $6.4 billion of funding
in Fiscal Year 2013-14 and $6.9 billion of fundingriscal Year 2014-15.

2. The Fiscal Year 2013-14 Proposed Budget includessuspension of four mandates
(modified primary election, domestic violence backgd checks, permanent absentee voter and identity
theft) and continues to suspect all previously snded mandates. The Fiscal Year 2013-14 Proposed
Budget continues to provide $48.4 million for matedathat remain in effect, primarily in the areds o
public safety and property tax collection.

3. The Fiscal Year 2013-14 Proposed Budget projepidated statewide estimates of
property tax revenues available for distributiobsguent to the redevelopment agencies dissolution
process, including Department of Finance estimat&800 million of property taxes to be distributed
counties for Fiscal Years 2012-13 and 2013-14aftwo-year total of $1.6 billion.

4. The Fiscal Year 2013-14 Proposed Budget seth fire Administration’s plan for
implementing mandatory expansion of Medicaid punsua the Affordable Care Act (the “ACA”),
including changes to eligibility and enrollment feopulations currently eligible for Medicaid, whiéh
estimated to cost $350 million.

5. The Fiscal Year 2013-14 Proposed Budget seth faro alternatives, consisting of a
state-based approach and a county-based approathefexpansion of Medicaid to adults with incomes
under 138 percent of the Federal Poverty Level att@onot currently eligible as the optional expansio
under the ACA. Under the state-based expansioroaphp, the State would build upon the existingestat
administered Medi-Cal Program and managed cargeiglsystem. Aside from long-term care, covered
benefits for the expansion population would be lsimio benefits available to the currently eligible
population. Under the county-based approach mipteimentation of which may require a federal waiver
the counties would have operational and fiscal gasipility for implementing the Medi-Cal expansion,
including certain functions currently performed Hye state and Medi-Cal managed care plans to
administer the program for the currently eligiblepplation. In addition, counties could build ugbeir
existing medical programs for indigents and lowome health programs to operate the expansion @&d th
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county-based expansion would meet statewide dityibstandards and cover a minimum benefits
package similar to coverage requirements for hgaéths offered on the exchange, as provided utder t
ACA. Counties would also have the option of covgraaditional benefits (other than long-term cace) f
the expansion population.

6. The Fiscal Year 2013-14 Proposed Budget incl&ie8 billion in State General Fund
funding for the In-Home Supportive Services progianfriscal Year 2013-14, which is a 4.9% increae
over the Fiscal Year 2012-13 funding.

7. The Fiscal Year 2013-14 Proposed Budget inclwd&442.8 million increase in State
General Fund funding for CalWORKs Employment Sexsic

LAO Analysis of the 2013-14 Proposed State Budg@n January 14, 2013, the LAO released a
report entitled “The 2013-14 Budget: Overview o€ tovernor's Budget” (the “2013 LAO Budget
Overview”), which provides an analysis by the LAOtloe Fiscal Year 2013-14 Proposed State Budget.
The 2013 LAO Budget Overview is available on theQ.vebsite at www.lao.ca.gov. Information on the
website is not incorporated herein by referenche 2013 LAO Budget Overview states that the Fiscal
Year 2013-14 Proposed State Budget reflects afgignt improvement in the State’s finances due to,
among other things, the economic recovery, priafgetary restraint, and voters’ approval of tempporar
tax increases. However, the LAO cautions that thheneain considerable risks to revenue estimates. In
addition, the LAO estimates that the State will have sizable reserves by the end of Fiscal Yed6-20
17 or begun to address huge unfunded liabilitise@ated with the teachers’ retirement system dateS
retiree health benefits.

According to the LAQO, the State’s underlying expiéumeés and revenues are generally balanced
and, with the exception of education funding, thegpams and services funded from the State’s Genera
Fund would operate at the same level in Fiscal 2648-14 as they have during Fiscal Year 2012-13.
The LAO cautions that the State’s budget will coné to face risks including, among other things,
uncertainty at the federal level over “fiscal ¢liffsues related to the debt limit and sequesimasiod
volatility in the State’s revenue structure. In gidd, the LAO recommends that the Governor conduct
initial analysis of the economic impact of the pyeed the Local Control Funding Formula and the
State’s options to implement Medi-Cal expansiordonnection with the federal Affordable Care Act as
they will have a significant impact upon the Statetidget in Fiscal Year 2013-14 and subsequeng.year

May Revision to the Fiscal Year 2013-14 Propose@t&tBudget On May 14, 2013, the
Governor released the May Revision, which projdétcal Year 2012-13 revenues and transfers of
$98.19 billion, total expenditures of $95.69 bitli@and a year-end surplus of $850 million (net & th
$1.66 billion deficit from Fiscal Year 2011-12), efhich $618 million would be reserved for the
liquidation of encumbrances and $232 million wolbdddeposited in a reserve for economic uncertaintie
The May Revision projects Fiscal Year 2013-14 rexsn and transfers of $97.24 billion, total
expenditures of $96.35 billion and a year-end sipdbf $1.73 billion (inclusive of the projected
$850 million State General Fund balance as of Ane2013 which would be available for Fiscal Year
2013-14), of which $618 million would be reserved the liquidation of encumbrances and $1.11 hillio
would be deposited in a reserve for economic uat#ies. The May Revision states that the State’s
budget is projected to remain balanced due to, gnatimer things, the reduction in expenditures dred t
receipt of temporary tax revenues from ProposiOn However, the May Revision cautions that
uncertainty with respect to the pace of the econagatgovery in the State and the country, the ougcofn
pending litigation with respect to prison crowdiaigd healthcare, rising health care costs, the meaaf
pending litigation with respect to the dissolutioihredevelopment agencies, shifts of costs to tiageS
from the federal government and other actions tdiethhe federal government such as the Sequestratio
Executive Order pose significant risks to the Stebtedget projections.
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Certain of the features of the May Revision whicluld affect counties in the State include the
following:

1. The May Revision includes the proposal for aeskemsed approach to the optional
expansion of Medi-Cal under the ACA and a proptsakdirect $1.5 billion in 1991 health realignment
funds from counties to the State as State heald caverage grows with implementation of the ACA.
Amounts are to be redirected based on actual cduntounty experience that takes into account
revenues from patient care, federal funds, 199hesalignment funds and net county contributitms
health care services, as adjusted to reflect lisgwowth rate. The County savings will be rediegcto
support human services programs at local levele Mhay revision estimates that $300 million in Fisca
Year 2013-14, $900 million in Fiscal Year 2014-$4.3 billion in Fiscal Year 2015-16 and in Fiscal
Year 2016-17 will shift from local health prograruslocal human services programs. Specifically, it
proposes that, over time, counties assume greatancial responsibility for CalWORKs, CalWORKs-
related child care programs and CalFresh (formEdgd Stamps) administration costs. As a county
option, beneficiaries may receive an enhanced higraafkage for substance abuse disorders.

2. The May Revision includes a proposal to shiftliinal health programs (including
California Children’s Services) to the State antbcate to counties more responsibility for human
services programs (including CalWORKs, CalWORKslccluare, and CalFresh administrative costs)
beginning in Fiscal Year 2016-17. The State waddtinue to set eligibility, grant levels and rates
such human services programs and fund above-avesie that result from economic downturns or
policy changes outside of county control. The MagviRBion includes $48 million in county
administration for CalWORKSs for job training andsidized employment opportunities.

3. The May Revision includes a proposal to prowid@&.9 million in Fiscal Year 2013-14
for county administration of Medi-Cal, including eth processing of new applications and
redeterminations, developing training and currioulmaterial, training county workers, and support
planning and implementation activities. Futuret&tppropriations, beginning in Fiscal Year 2015-16
would be based on a time study.

4. Both the Proposed Budget and the May Revisiesnras continue funding for the overall
2011 Realignment program from two state sourcestate special fund sales tax of 1.0625 percent and
Vehicle License Fees. The forecast reflects a deawd projection in sales tax, resulting in an
approximately 40 percent decrease in the amougrtanith attributable to the various program elements

5. The May Revision includes a proposal to permisveap of long-term county jail
offenders for shorter-term prison inmates to enspopulation and cost neutrality. In connection
therewith, existing county parole boards would lbanted authority to determine whether long-term
offenders should be sent to State prison, provilednmate has served three years in a countyTjad.
proposal includes a presumption for split sentehedseen county and State facilities, althougHfire
discretion for instances in which a judge deemgliasentence inappropriate.

6. The May Revision includes an increase of $72lllom General Fund monies (for a total
of $107 million) for the allocation of SB 678 (Comanity Corrections Performance Incentive Act) funds
to county probation departments that demonstratzess in reducing the number of adult felony
probationers going to prison or jail for committingw crimes or violating the terms of probation.

7. The May Revision continues to exclude local gowreents as eligible entities for
Proposition 39 funding.
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8. The May Revision sets forth the revised schedoitephasing in participants for the
Coordinated Care Initiative, which will begin omdiary 1, 2014. All counties enrolling beneficiaria
the first phase, with the exception of one, wiléa 12-month enroliment process.

9. The May Revision includes a proposal to redbieeGeneral Fund cost for CalWORKSs
and Supplemental Security Income/State Suppleme®ayment programs by $94.5 million in 2013-14
to reflect lower-than-estimated caseload levelgherprograms.

10. The May Revision also assumes $176.4 milliosavings associated with an agreement
with plaintiffs on In-Home Supportive Services (I8)5related lawsuits. The settlement requires an 8%
across-the-board reduction in IHSS hours effecliug 1, 2013, and 7% savings annually thereafter.

LAO Overview of the May RevisioOn May 17, 2013, the LAO released an analysib®iMay
Revision entitled “The 2013-14 Budget: Overview thE May Revision” (the “LAO May Revision
Overview”). The LAO May Revision Overview statesat the LAO does not agree with the
administration’s view that there has been a sigaift dimming of the State’s near-term economic
prospects. However, in light of the relativelyléitbenefit to be realized by the State’s Geneualdeven
if higher revenue calculations were adopted, th@®©LMay Revision Overview states that there remain
good reasons for the Legislature to adopt a casifomaiget posture. The LAO May Revision Overview
further states that this is an ideal time for tlegiklature to begin addressing the budgetary aivdmeent
liabilities and, given the presence of various gisk the economic outlook and the State’s budgetary
volatility, building larger State budget reservieshe coming years.

Future State Budgets

The County receives a significant portion of itading from the State. Changes in the revenues
received by the State can affect the amount ofifupdf any, to be received from the State by tloei@y
and other counties in the State.

The County cannot predict the extent of the budggteoblems the State will encounter in this
Fiscal Year or in any future fiscal years, ands ot clear what measures would be taken by thte $o
balance its budget, as required by law. In addjtibe County cannot predict the final outcomewfent
and future State budget negotiations, the impattdtich budgets will have on its finances and djper:
or what actions will be taken in the future by Bimte Legislature and Governor to deal with chamngin
State revenues and expenditures. Current andef@iate budgets will be affected by national aradeSt
economic conditions and other factors, including ¢harrent economic downturn, over which the County
has no control. See “County Financial InformatienCounty’s 2011-12 Adopted Budget and the
Operational Plan” herein.

ECONOMIC AND DEMOGRAPHIC INFORMATION
General

San Diego County is the southernmost major metitgpohrea in the State. San Diego County
covers 4,261 square miles, extending 75 miles aloadPacific Coast from the Mexican border to Oeang
County, and inland 75 miles to Imperial County. &8ide and Orange counties form the northern
boundary. San Diego County is approximately the efzthe State of Connecticut.

Topography of San Diego County varies from broadstal plains and fertile inland valleys to

mountain ranges in the east which rise to an amvatf 6,500 feet. Eastern slopes of these mousitain
form the rim of the Anza-Borrego Desert and the éngd Valley. The Cleveland National Forest
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occupies much of the interior portion of San Diggounty. The climate is equable in the coastal and
valley regions where most of the population andueses are located. The average annual rainféfidn
coastal areas is approximately 10 inches.

San Diego County possesses a diverse economiccbasesting of a significant manufacturing
presence in the fields of electronics and shipingida large tourist industry attracted by the falde
climate of the region, and a considerable defeak#ad presence.

PETCO Park, located in the City of San Diego, ptesia 42,000 fixed seat baseball stadium for
the San Diego Padres. PETCO Park is located i6-lbldk neighborhood that contains existing and
proposed hotels, office space, retail and housimigs uvithin walking distance from the San Diego
Convention Center and the Gaslamp Quarter. Thebbsgtadium is also within walking distance of a
Trolley station and nearby parking facilities.

The San Diego Convention Center includes 2.6 milliotal gross square feet and plans are in
progress to expand the Convention Center into #aelry bayfront area. The expansion plans repgrted!
include an additional 80,000 square-feet ballro@f1,000 square-feet of meeting room space and an
additional 225,000 square-feet of exhibit spacdie Tonvention Center generated approximately $1.5
billion in fiscal year 2011-12 in total economicpact (direct and indirect spending) and $22.1 omillin
total tax revenues.

San Diego County is also growing as a major cefwteculture and education. More than 30
recognized art organizations, including the SargDi®pera, the Old Globe Theatre productions, the La
Jolla Chamber Orchestra, as well as museums arghléeties, are located in San Diego County. Higher
education is provided through five two-year colleged six four-year colleges and universities.

In addition to the City of San Diego, other priraigities in San Diego County include Carlsbad,
Chula Vista, Oceanside, El Cajon, Escondido, Ladvasd National City. Most County residents live
within 20 miles of the coast. Farther inland areicdtural areas, principally planted in avocadosl a
tomatoes, while the easternmost portion of San®@gunty has a dry, desert-like topography.

The County is the delivery system for federal,es@td local programs. The County provides a
wide range of services to its residents includifig:regional services such as courts, probatiordicaé
examiner, jails, elections and public health; (@alth, welfare and human services such as meraithhe
senior citizen and child welfare services; (3) bdecal services such as planning, parks, librasied
Sheriff's patrol to the unincorporated area, amwd émforcement and libraries by contract to incoapen
cities; and (4) infrastructure such as roads, wdisigosal and flood control to the unincorporatexhaof
the County. For information on County governarses, “THE COUNTY — GENERAL” herein.
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Population

There are 18 incorporated cities in San Diego Gouantd several unincorporated communities.
Table 22 below sets forth the population in Sangbi€ounty, the State and the United States for the
years 2003 through 2013.

TABLE 22
POPULATION ESTIMATES
(In Thousands)
(Calendar Years 2003-2013)

San Diego Percent State of Percent United Percent
Year County® Change California®®  Change States? Change
2003 2,944 1.15% 35,389 1.29% 290,810 1.0%
2004 2,963 0.66 35,753 1.03 293,655 1.0
2005 2,970 0.23 35,986 0.65 296,410 0.9
2006 2,983 0.43 36,247 0.73 299,398 1.0
2007 3,014 1.05 36,553 0.84 301,621 1.0
2008 3,051 1.23 36,856 0.83 304,060 0.9
2009 3,078 0.86 37,077 0.60 307,007 0.9
2010 3,105 0.88 37,318 0.65 309,330 0.8
2011 3,125 0.73 37,570 0.70 311,592 0.7
2012 3,147 0.70 37,826 0.68 313,914 0.7
2013 3,150 0.70 37,966 0.80 -- --

Sources: County and State Data — State of Cald#ddepartment of Finance; National Data — U.S. Buref the
Census, Annual Population Estimates.
@ As of July 1 of the year shown, except for 201fdwhich is as of January 1.
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Employment

Table 23 below sets forth information regarding siee of the civilian labor force, employment
and unemployment rates for San Diego County, taee$ind the United States for 2008 through 2012.

TABLE 23
CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT
ANNUAL AVERAGES 2008-2012Y
By Place of Residence
(In Thousands)

2008 2009 2010 2011 2012

San Diego County

Labor Force 1,549 1,555 1,574 1,582 1,599

Employment 1,456 1,406 1,408 1,424 1,546

Unemployment 93 149 166 159 143

Unemployment Rate 6% 10% 11% 10% 9%
State of California

Labor Force 18,207 18,216 18,331 18,405 18,495

Employment 16,892 16,151 16,064 16,237 16,560

Unemployment 1,314 2,065 2,267 2,167 1,935

Unemployment Rate 7% 11% 12% 12% 11%
United States

Labor Force 154,287 154,142 153,889 153,617 154,975

Employment 145,363 139,878 139,064 139,869 142,469

Unemployment 8,924 14,265 14,825 13,748 12,506

Unemployment Rate 6% 9% 10% 9% 8%

Sources: County and State Data — California EmpentmDevelopment Department; National Data — U.S.
Department of Labor, Bureau of Labor Statistics.
@ Data is not Seasonally Adjusted.

The State of California Employment Development Dapant, Labor Market Information
Division (the “EDD”), preliminarily estimates thabn a seasonally unadjusted basis, the civiliaonrlab
force in the County in April 2013 was 1,608,700, which approximately 111,900 persons were
unemployed. Based on preliminary estimates of BigD as of May 17, 2013, the County’'s
unemployment rate in April 2013 of 7.0%, on a neasonally unadjusted basis, was below that of the
State at 8.5%.
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Table 24 below sets forth the annual average emmay within San Diego County by
employment sector, other than farm industries2f@%¥8 through 2012.

TABLE 24
SAN DIEGO COUNTY
NON-AGRICULTURAL LABOR FORCE AND INDUSTRY EMPLOYMEN T
ANNUAL AVERAGES 2008-2012
(In Thousands)

2008 2009 2010 2011 2012

Employment Sector
Mining and Logging 0.4 0.4 0.4 0.4 0.4
Construction 76.1 61.1 55.4 55.2 56.3
Manufacturing 102.8 95.3 92.9 93.1 93.4
Trade, Transportation and

Utilities 215.9 199.5 197.3 200.8 206.8
Information 31.4 28.2 25.1 24.2 24.6
Financial Activities 75.2 69.8 67.2 67.6 69.5
Professional and Business

Services 222.3 206.8 207.7 209.8 215.5
Educational and Health

Services 137.3 144.3 145.5 150.2 154.5
Leisure and Hospitality 164.0 154.8 154.5 155.6 .61
Other Services 48.4 46.8 46.1 47.6 49.3
Government 225.1 224.5 230.4 229.0 227.6
Totaf® 1,309.6 1,241.7 1,233.0 1,243.2 1,268.6

Source: California Employment Development Departmitarch 2012 Benchmark.
@ Reflects independent rounding.
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Largest Employers

Table 25 below sets forth the ten largest emploietise County as of May 1, 2012.

TABLE 25
SAN DIEGO COUNTY
Ten Largest Employers
(As of May 1, 2012)

Number of local

Employer Description employees

U.S. Department of Defense Departments of the Alayy and Air Force 133,323
Federal Government Administration of federal fuoit, services, agencies 45,500
State of California Administration of state functs services, agencies 42,900
UC San Diego Higher education, research, health car 27,391
Sharp HealthCare Health care, hospitals, medicals, health services

and health plans 15,231
County of San Diego Municipal, regional governmsstvices 15,109
Scripps Health Hospitals, medical offices, clirdesl home health

services 15,050
San Diego Unified School District Public education 14,603
Scripps Health Hospitals, medical offices, clinics 14,097
Qualcomm Inc. Develops and delivers digital wissleommunications

products and services 11,400

Source: San Diego Business Journal Book of L204 3).

Regional Economy

Table 26 below sets forth San Diego County’s Gidsmestic Product, which is an estimate of
the value for all goods and services producederrdigion, from 2007 through 2011.

TABLE 26
SAN DIEGO COUNTY
GROSS DOMESTIC PRODUCT
2007-2011
Annual Percent Change

Gross Domestic

Product Current Dollars Constant Dollars
Year (In Billions) San Diego San Diego
2007 $166.0 4.03% -.-%
2008 167.7 1.03 1.02
2009 164.9 (1.66) (1.67)
2010 165.9 0.58 0.61
2011 172.6 4.02 4.04

Sources: Bureau of Economic Analysis, U.S. DepantrnéCommerce; reflects data as of April 2012.
Economic activity and population growth in the Ibeaonomy are closely related. Helping to

sustain San Diego County’s economy is the perfoomaof three basic industries of the region, which
consist of manufacturing, the military, and touridtris estimated that the military and defenseaustdes
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contributed approximately $20 billion to the regibeconomy during Fiscal Year 2012. There is some
uncertainty related to the impacts of sequestratiod the across-the-board federal spending cuts tha
might affect the regional economy. San Diego’sitary presence is anticipated to remain relatively
stable and may even increase due to the consolidafimilitary operations and facilities from eldsave

in California, the West, and throughout the Unitdtes.

Building Activity

Building permit valuation for both residential amén-residential construction in San Diego
County in 2012 increased relative to 2011 levelsaapgroximately 11%. Table 27 below sets forth the
annual total building permit valuation and the aaimew housing permit total from 2007 through 2012.

TABLE 27
COUNTY OF SAN DIEGO
BUILDING PERMIT ACTIVITY
2007-2012
(In Thousands)

2007 2008 2009 2010 2011 2012

Valuation:

Residential $1,852,381 $1,339,245 $ 878,700 973,856 $ 1,399,587% 1,575,725

Non-Residential 1,416,823 1,061,802 583,969 659,150 1,006,211 1,091,810

Total $3,269,204 $2,401,047 $1,462,669 $ 1,633,006 $ 2,405,798 $ 2,667,535
New Housing Units:

Single Family 3,503 2,352 1,786 2,221 2,242 2,107

Multiple Family 3,942 2,802 1,204 1,121 3,038 4,086

Total 7,445 5,154 2,990 3,342 5,280 6,193

Source: Construction Industry Research Board (200)7 California Homebuilding Foundation (2011-12).
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Commercial Activity

Table 28 below sets forth information regardingatale sales in San Diego County for calendar
years 2007 and 2008. Table 29 below sets fortlatkeble sales in the County for calendar year®200
through 2011. Due to a revision in the businessgmaies used by the Board of Equalization, tha tat
calendar years 2007 and 2008 are not directly caabpmto the data for subsequent years, with calend
years 2009 through 2011 requiring a substantiahghan presentation.

TABLE 28
SAN DIEGO COUNTY
TAXABLE SALES
2007 and 2008
(In Thousands)

Type of Business 2007 2008"
Apparel Stores $ 2,034512 $ 2,205,568
General Merchandise 5,673,538 5,305,252
Specialty Storé8 - -~
Food Stores 1,994,237 1,868,466
Eating and Drinking

Establishments 4,784,500 4,869,497
Home Furnishings/Appliances 1,420,933 1,590,329
Building Materials 2,768,385 2,183,006
Automotive® 6,321,987 5,010,084
Service Statiorid 3,755,121 4,154,465
Other Retail Storé? 5,285,332 4,529,006
Business and Personal

Services 2,298,265 2,255,309
All Other Outlets 11,149,178 11,358,155
TOTAL ALL OUTLETS: $47,485,988 $ 45,329,136

Source: California State Board of Equalization, dlze Sales in California.

@ In early 2007 the California State Board of Eqeetion began a process of converting business aufdesies and use tax
permit holders to North American Industry Classifion System codes. As a result of the coding gbamocess, industry
data for 2007 and 2008 are not comparable with fdaita prior years.

@ |n 2007 and 2008, industry data for Specialty &awere included in Other Retail Stores.

©®  Prior to 2007, industry data for Service Statiomse included in Automotive.

A-75



TABLE 29
SAN DIEGO COUNTY
TAXABLE SALES
Calendar Years 2009 - 2011

Type of Business 2009 2010 2011
Retail and Food Services:
Motor Vehicle and Parts Dealers $ 4,196,256 BELI5 $ 1,285,011
Furniture & Home Furnishings Stores 823,551 835,433 232,041
Electronics & Appliance Stores 1,200,897 1,266,563 304,989
Building Materials and Garden Equipment
and Supplies 1,841,740 1,945,310 519,420
Food and Beverage Stores 1,934,812 1,943,969 11,64
Health & Personal Care Stores 732,221 789,760 493,7
Gasoline Stations 3,153,090 3,663,149 1,147,495
Clothing and Clothing Accessories Stores 2,560,683 2,769,897 750,222
Sporting Goods, Hobby, Book & Music
Stores 989,236 995,179 257,827
General Merchandise Stores 4,254,037 4,381,526 41595
Miscellaneous Store Retailers 1,405,774 1,384,312 52,598
Food Services and Drinking Places 4,717,292 4,983,5 1,389,502
Nonstore Retailers 148,931 140,437 34,644
Total Retail and Food Services $27,958,518 489 $ 8,053,751
All Other Outlets 11,770,139 $12,148,147 $ 3,364,500
Totals All Outlets $39,728,657 $41,623,636 $ 11,418,251

Source: California State Board of Equalization, dlale Sales in California.
Personal Income

Table 30 below sets forth the median householdnmector San Diego County, the State, and the
United States between 2007 and 2011.

TABLE 30
MEDIAN HOUSEHOLD INCOME @
2007 through 2011

Year San Diego County California United States
2007 61,794 59,948 50,740
2008 63,026 61,021 52,029
2009 60,231 58,931 50,221
2010 59,923 57,708 50,046
2011 59,477 57,287 50,502

Source: U.S. Census Bureau — Economic CharadtsristAmerican Community Survey.
@ Estimated. In Inflation-adjusted dollars.
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Foreclosures; Notices of Loan Default

The number of foreclosures and notice of loan defassued in San Diego County increased
between calendar years 2008 and 2009, and hasd#etined. For the three calendar years from 2005
through 2007, an average 23.0% of notices of ladaudt resulted in foreclosures and an average2sh?2
of all deeds recorded were foreclosures. The peage of notices of loan default resulting in
foreclosures has increased in subsequent yearsvand5.27% in 2011; the percentage of total deeds
recorded that were foreclosures was 10.19% in 260dwn from 16.94% in 2008.The number of defaults
and foreclosures have been attributed mainly tgpthgalence of subprime home mortgage loans, which
generally include a higher rate of interest thamerloans to compensate for the perceived increased
credit risk of the borrower. The defaults and éwsures on home mortgages have been offset by a
variety of economic factors, including the growthand diversification of the regional economy (see
“Economic and Demographic Information — Regionabi@my” herein.

Table 31 below sets forth information relating totices of defaults and foreclosures in San
Diego County for failure to pay mortgages from 20@®ugh March 31, 2013.

TABLE 31
NOTICES OF DEFAULT AND FORECLOSURES
Calendar Years 2003 through August 31, 2012

Calendar Year Notices of Default Foreclosures
2003 5,167 566
2004 4,260 553
2005 5,080 559
2006 10,294 2,065
2007 22,194 8,416
2008 34,069 19,577
2009 38,308 15,487
2010 24,835 13,467
2011 22,101 12,216
2012 16,597 7,195
2013V 1,919 1,136

Source: County of San Diego Assessor/Recorder/gdatierk.
@ Year-to-date figure as of March 31, 2013.

Transportation

Surface, sea and air transportation facilities sé€@ounty residents and businesses. Interstate 5
parallels the coast from Mexico to the Los Angedesa and points north. Interstate 15 runs inland,
leading to Riverside-San Bernardino, Las Vegas, $alt Lake City. Interstate 8 runs eastward through
the southern United States.

San Diego’s International Airport (Lindbergh Field§ located approximately three miles
northwest of the downtown area and sits on 614sachiéhe facilities are owned and maintained by the
San Diego County Regional Airport Authority and dased to commercial airlines and other tenants.
The airport is California’s third most active conmeial airport, served by 18 passenger carries &and s
cargo carriers. In addition to San Diego Intewva Airport there are two naval air stations aighe
general aviation airports located in San Diego @pun
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Public transit in the metropolitan area is providad the Metropolitan Transit Development
Board. The San Diego Trolley, developed by the Madtitan Transit Development Board beginning in
1979, has been expanded. A total of 17.6 miles \added to the original 108 miles; construction was
completed in 1990.

San Diego is the terminus of the Santa Fe Railwayan line from Los Angeles. Amtrak
passenger service is available at San Diego, wadhssat Solana Beach and Oceanside in the North
County.

San Diego’s harbor is one of the world’'s largestural harbors. The Port of San Diego is
administered by the San Diego Unified Port Distrighich includes the cities of San Diego, National
City, Chula Vista, Imperial Beach, and Coronado.

Visitor and Convention Activity

The climate, proximity to Mexico, multiple maritinfacilities, and various attractions such as the
San Diego Zoo and Wild Animal Park, Sea World, @lbrNational Monument, and Palomar
Observatory contribute to a high level of visiteidaconvention business each year. Contributindn¢o t
growth of visitor business has been the developroéttie 4,600-acre Mission Bay Park at San Diego
and the construction of meeting and conventiorifes at the San Diego Community Concourse.

San Diego’s visitor industry is a major sector leé region’s economy. Visitor revenues in San
Diego County reached approximately $7.08 billior2D010, according to an estimate by the San Diego
Convention and Visitors Bureau (the “Visitors Bur8a an increase of approximately 120 million, or
1.7%, from the prior year. San Diego County ho$i4donventions and trade shows in 2010, attended by
approximately 543,931 delegates.

Education

Forty-two independent school districts provide ediomal programs for the elementary and
secondary public school children in San Diego CpunEach school system is governed by a locally
elected board of education and administered bypergitendent or other chief administrative officer
appointed by the board of education. In San Diegon@ there are three types of school districts:
elementary, union high and unified. Elementaryraitst educate elementary students, union highicistr
educate for the most part secondary students, mifiddidistricts educate both elementary and seannd
students. There are currently 12 unified, 24 eldargrand 6 union high school districts in San Diego
County.

Community colleges in California are locally opehiand administered two-year institutions of
higher education. They offer Associates in Arts &sdociates in Science degrees and have extensive
vocational curricula. There are five community egk districts in San Diego County with students at
eleven campuses and numerous adult and commumnitgree

Among the institutions of higher education offeritgichelors and graduate programs in
metropolitan San Diego are San Diego State Unityettsie University of California, San Diego, Nat&in
University, the University of San Diego, Point LoiNazarene University, California State University —
San Marcos, Alliant International University, thailkersity of Phoenix, Thomas Jefferson School of’La
and California Western School of Law.
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STATE AND FEDERAL FUNDING OF EDUCATION
Major Revenues

The Districts’ principal revenues consist of guaranteed State moneys, ad valorem property taxes
and funds received from the State and federal government in the form of categorical aid under ongoing
programs of local assistance. The majority of the funding that the Districts receive is determined by the
State revenue limit formula. This apportionment formula is funded by State general fund moneys,
including amounts from the Education Protection Account (the “EPA”) created in the State general fund
to receive and disburse revenues derived from the incremental increases in taxes resulting from herein
described Proposition 30, and local ad valorem property taxes, and is allocated to the school districts
based on the average daily attendance (“ADA”) of the school districts for either the current or preceding
school year. All State apportionment of revenue limit aid (“State Aid”) is subject to the appropriation of
funds in the State’s annual budget, and is based on the amount of the school district’s revenue limit
remaining after taking into account its EPA entitlement and local property tax allocation. State revenue
limit is based on an amount of support per pupil and revenue limit calculations are adjusted annually by a
legislatively determined cost of living adjustment in accordance with a number of factors, primarily to
provide cost of living increases and to equalize revenues among all California school districts of the same
type (i.e., all unified school districts, all high school districts or all elementary school districts). The per-
pupil amount is multiplied by the respective school district average daily attendance to determine the total
revenue limit. Decreases in State revenues may affect appropriations made by the State Legislature to
school districts, including the Districts. See “State and Federal Funding of Education - Recent State
Budgets” herein.

Each District receives a portion of the local ad valorem property taxes that are collected within its
district boundaries. This amount, together with amounts allocated to a District from the EPA, is
compared to the total revenue limit; the balance is received in the form of State aid. Therefore, State Aid
received by a District consists of EPA funds and the portion of State apportionment of funds after the
offset from local property taxes. Districts that have local property tax collections that equal or exceed
their respective revenue limits (the “Basic Aid” districts) are permitted to keep all of their property tax
revenues and receive only certain constitutionally guaranteed basic aid funding from the State in the form
of categorical funding. The implication for Basic Aid districts is that the legislatively determined annual
cost of living adjustment and other politically determined factors are less significant in determining such
districts primary funding sources. Rather, property tax growth and the local economy become the
determining factors. Cardiff School District, Carlsbad Unified School District, Encinitas Union School
District and San Dieguito Union High School District are each “Basic Aid” districts; none of the other
Districts are “Basic Aid” districts.

A small part of a school district’s budget is from local sources other than property taxes, such as
interest income, donations and sales of property. A significant portion of a school district’s budget comes
from categorical funds provided exclusively by the State and federal government. These funds are to be
used for specific programs and typically cannot be used for any other purpose. The California lottery is
another source of funding for school districts, providing approximately 2% of a school district’s budget.
Every school district receives the same amount of lottery funds per pupil from the State; however, these
are not categorical funds as they are not for particular programs or children. The initiative authorizing the
lottery requires the funds to be used exclusively for the education of pupils and students and no funds are
to be spent for acquisition of real property, construction of facilities, financing of research, or any other
non-instructional purpose.

The State revenue limit was first instituted in Fiscal Year 1973-74 to provide a mechanism to
calculate the amount of general purpose revenue a school district is entitled to receive from State and
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local sources. Prior to Fiscal Year 1973-74, taxpayers in districts with low property values per pupil paid
higher tax rates than taxpayers in districts with high property values per pupil. However, despite higher
tax rates, less was spent per pupil in districts with low property values per pupil than districts with high
property values per pupil. By disconnecting the amount of revenue to be spent per ADA from the tax rate
needed to generate it, the State revenue limit helps to alleviate the inequities derived from varying
property values among districts.

The State revenue limit is calculated three times a year for each school district. The first
calculation is performed for the February 20th First Principal Apportionment, the second calculation for
the June 25th Second Principal Apportionment, and the final calculation for the end of the year Annual
Principal Apportionment. Calculations are reviewed by the appropriate county and submitted to the State
Department of Education to review the calculations for accuracy, calculate the amount of State aid owed
to such school districts and notify the State Controller of the amount, who then distributes the State aid.
See “State and Federal Funding of Education — Recent State Budgets” and “ - State Cash Management
Plan” herein for information regarding the deferred apportionments during Fiscal Years 2011-12 and
2012-13.

The calculation of the amount of State aid a school district is entitled to receive each year is
basically a five-step process. First, the prior year State revenue limit per ADA is established, with
recalculations as are necessary for adjustments for equalization or other factors. Second, the adjusted
prior year State revenue limit per ADA is adjusted according to formulas based on the implicit price
deflator for government goods and services and the statewide average State revenue limit per ADA for the
school districts. Third, the current year’s State revenue limit per ADA for each school district is
multiplied by such school district’s ADA for either the current or prior year. Fourth, revenue limit
adjustments are calculated for each school district that qualifies for the adjustments. Adjustments include
the necessary small school district adjustments and meals for needy pupils and are added to the State
revenue limit for each qualifying school district. Finally, local property tax revenues and EPA funds are
deducted from the State revenue limit to arrive at the amount of State aid, based on the State revenue
limit, to which each school district is entitled for the current year.

Federal Revenues

The federal government provides funding for several Districts’ programs, including programs that
benefit educationally disadvantaged students and students with limited English skills, and that provide
other specialized services to students and administration. See “— Recent State Budgets - State Budget for
Fiscal Year 2012-13” herein for a description of additional federal funding for which certain of the
Districts may be eligible.

State Budget Process Related to Funding of Education

General. As is true for all school districts in California, operating income of each District
consists primarily of two components: a State portion funded from the State’s general fund (including
amounts funded from the EPA within the State general fund) and a local portion derived from each
Districts’ share of the 1% local ad valorem property tax authorized by the State Constitution. School
districts may be eligible for other special categorical funding, including for State and federal programs.
As aresult, decreases in State revenues or in State legislative appropriations made to fund education, may
significantly affect the operations of the Districts.

According to the State Constitution, the Governor of the State is required to propose a budget to

the State Legislature no later than January 10 of each year, and a final budget must be adopted by a two-
thirds vote of each house of the State Legislature no later than June 15 of each year, although this
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deadline is routinely breached. The State’s budget becomes law upon the signature of the Governor, who
may veto specific items of expenditure. On May 29, 2002, the State Court of Appeal held in White v.
Davis (also referred to as Jarvis v. Connell) that the State Controller cannot disburse State funds after the
beginning of the Fiscal Year until the adoption of the budget bill or an emergency appropriation, unless
the expenditure is: (1) authorized by a continuing appropriation found in statute, (2) mandated by the
Constitution (such as appropriations for salaries of elected state officers), or (3) mandated by federal law
(such as payments to State workers at no more than minimum wage). The court specifically held that the
State Constitution does not mandate or otherwise provide for appropriations for school districts without
an adopted budget. Nevertheless, the Controller believes that statutory implementation of the
constitutional school funding formula provides for a continuing appropriation of State funding for
schools, and has indicated that payment of such amounts would continue during a budget impasse.
Special and categorical funds would not be appropriated until a budget or emergency appropriation is
adopted. The Controller has posted guidance as to what can and cannot be paid during a budget impasse
at its website: www.sco.ca.gov. Should the State Legislature fail to pass the budget or emergency
appropriation before the start of any Fiscal Year, the Districts might experience delays in receiving certain
expected revenues. The Districts are authorized to borrow temporary funds to cover their respective
annual cash flow deficits, and as a result of the White decision, the Districts might find it necessary to
increase the size or frequency of their cash flow borrowings, or to borrow earlier in the Fiscal Year.

State income tax, sales tax, and other receipts can fluctuate significantly from year to year,
depending on economic conditions in the State and the nation. Because funding for education is closely
related to overall State income, as described in this section, funding levels can also vary significantly
from year to year, even in the absence of significant education policy changes. Brief descriptions of the
adopted State Budget for Fiscal Year 2012-13, the proposed State budget for Fiscal Year 2013-14 and the
May Revision to the proposed State budget for Fiscal Year 2013-14 are included below. Information
about the State budget and State spending for education is regularly available at various State-maintained
websites. Text of adopted budgets may be found at the website of the Department of Finance,
www.dof.ca.gov, under the heading “California Budget”. An impartial analysis of the budget is posted by
the State’s Legislative Analyst’s Office (“LAO”) at www.lao.ca.gov. In addition, various State of
California official statements, many of which contain a summary of the current and past State budgets and
the impact of those budgets on school districts within the State, may be found at the website of the State
Treasurer, www.treasurer.ca.gov. The information contained in the websites referred to herein is
prepared by the respective State agency maintaining each website and not by the Districts. The Districts
have not independently reviewed the information in these websites and the Districts take no responsibility
for the continued accuracy of the internet addresses or for the accuracy, completeness or timeliness of
information posted there, and such information is not incorporated herein by those references.

Aggregate State Education Funding. Under Proposition 98, a constitutional and statutory
amendment adopted by the State’s voters in 1988 and amended by Proposition 111 in 1990 (now found at
Article XVI, Sections 8 and 8.5 of the Constitution) (“Proposition 98”°), a minimum level of funding is
guaranteed (the “Proposition 98 Guarantee™) to school districts, community college districts, and other
State agencies that provide direct elementary and secondary instructional programs for kindergarten
through grade 14 (K through 14).

The guaranteed funding amount for K through 14 education is based on prior-year funding, as
adjusted through various formulas and tests that take into account State proceeds of taxes, local property
tax proceeds, school enrollment, per-capita personal income, and other factors. The State’s share of the
guaranteed amount is based on State General Fund tax proceeds and is not based on the State General
Fund in total or on the State budget. The local share of the guaranteed amount is funded from local
property taxes. The total guaranteed amount varies from year to year and throughout the stages of any
given Fiscal Year’s budget, from the Governor’s initial budget proposal to actual expenditures, as the
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various factors change. Over the long run, the guaranteed amount will increase as enrollment and per-
capita personal income grow. On average, about 40 percent of State General Fund tax proceeds are spent
on the State’s share of Proposition 98 funding.

The Proposition 98 Guarantee may be suspended for one year at a time by enactment of an
urgency statute. In subsequent years in which State General Fund revenues are growing faster than
personal income (or sooner, as the State Legislature may determine), the funding level must be restored to
the guaranteed amount. However, the amount of underfunding during suspension of Proposition 98
Guarantee will result in permanent savings to the State.

When State General Fund revenues have failed to reach budgeted levels, the State has
implemented a number of retroactive funding adjustments and deferrals within and across fiscal years,
distorting funding over many years, making cross-year comparisons difficult, and making short- and long-
term budgeting difficult for school and community college districts. In several years in the early 1990s,
as the State’s economy was sliding into a recession, the State’s budgeted allocations for school and
community college districts proved to be more than the Proposition 98 Guarantee would have required.
The excess amounts were later treated by the State as advances to K through 14 education against
subsequent years’ Proposition 98 Guarantee, resulting in aggregate funding reductions of over $1 billion
in those subsequent years. In 2003-04, 2004-05 and 2008-09, the worsening State financial position again
resulted in retroactive adjustments as well as current-year cuts. LAO reported that legislative actions in
mid-Fiscal Year 2002-03 eliminated $2.5 billion from budgeted Proposition 98 funding through a
combination of deferral of expenditures to Fiscal Year 2003-04, use of one-time funds, captured program
savings, and other cuts. In general, deferral of education expenditures and reductions in the components
of Proposition 98 funding have the effect of reducing the base from which the Proposition 98 Guarantee is
calculated in the future. Legislation enacted in March 2003 permanently defers the apportionment of
Proposition 98 funds, scheduled each year for June, to each July 2, and thereby deferring apportionment
from one Fiscal Year to the next. These and other techniques significantly reduced the amount of the
Proposition 98 Guarantee for Fiscal Years 2003-04 and subsequent fiscal years. See “State and Federal
Funding of Education - Recent State Budgets - State Cash Management Plan” herein for information
regarding additional deferred apportionments.

State Budget for Fiscal Year 2012-13

On June 28, 2012, the Governor signed the State Budget Act for Fiscal Year 2012-13 (the
“2012-13 State Budget Act”) which approved legislation to eliminate a previously projected deficit of
$16.6 billion through June 30, 2013. The 2012-13 State Budget Act estimated revenues and expenditures
assuming California Proposition 30 (“Proposition 30”’) was approved by voters in the State, among other
assumptions. In the event Proposition 30 were not approved, the 2012-13 State Budget proposed
$5.95 billion in trigger cuts that would go into effect on January 1, 2013.

Proposition 30 was approved by voters in the State on November 6, 2012. The 2012-13 State
Budget Act further projected that under current projections and assuming voter approval of the
Proposition 30, the State’s budget for Fiscal Year 2012-13 will be balanced in an ongoing manner. Based
on the assumptions and projections contained therein, the 2012-13 State Budget Act estimated Fiscal Year
2012-13 revenues and transfers of $95.89 billion, total expenditures of $91.34 billion and a year-end
surplus of $1.67 billion (net of the negative $2.88 billion prior-year State General Fund balance) in the
State General Fund. The 2012-13 State Budget Act allocates $719 million of the projected surplus to the
reserve for the liquidation of encumbrances and $948 million of the projected surplus to the special fund
for economic uncertainties.
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Features of the 2012-13 State Budget Act affecting school districts in general include, but are not
limited to, the following:

L. The 2012-13 State Budget Act proposed to fully fund the Proposition 98 at $53.6 billion,
of which $36.8 billion would come from the State General Fund. The 2012-13 State Budget Act
proposed Proposition 98 expenditures assumed passage of Proposition 30, which would increase
Proposition 98 funding by $2.9 billion in Fiscal Year 2012-13 and increase Proposition 98 funding by
more than $17 billion over a four-year period.

2. The fully funded Proposition 98 base of $53.6 billion was partially funded through
certain methods: (A) The 2012-13 State Budget Act decreases Proposition 98 General Fund spending by
approximately $630 million due to (1) elimination of the adjustment provided to hold schools harmless
from the elimination of the sales tax on gasoline in Fiscal Year 2010-11 and (2) the use of a consistent
current value methodology to rebench the Proposition 98 minimum guarantee for the exclusion of
childcare programs, the inclusion of special education mental health services and new and existing
property tax shifts. The 2012-13 State Budget Act also reduced appropriations for several programs in the
aggregate amount of $220.1 million and allocates one-time Proposition 98 General Fund revenues to fund
the programs. (B) The 2012-13 State Budget Act decreased General Fund spending for QEIA by
approximately $450 million in Fiscal Year 2012-13. The State applied an overappropriation of
Proposition 98 funds in Fiscal Year 2011-12 to prepay the $450 million required payment for Fiscal Year
2012-13. In addition, the 2012-13 State Budget Act proposed to allocate $181 million and $40.8 million
to the required QEIA payments for Fiscal Year 2013-14 and Fiscal Year 2014-15, respectively, from the
Fiscal Year 2011-12 overappropriation of funds.

3. The 2012-13 State Budget Act included a $2.1 billion increase in Proposition 98 General
Fund to reduce Cross-Fiscal Year Deferrals (as defined in the forepart of this Official Statement) for K-12
school districts to $7.4 billion from $9.5 billion. Although the 2012-13 State Budget Act increased funds
for State Aid payments to schools in Fiscal Year 2012-13, the State imposed a new $6.9 billion Intra-
Fiscal Year Deferral in connection with Proposition 30 that is expected to be repaid to schools in June
2013.

4. The 2012-13 State Budget Act increased the voluntary block grant program for mandates
to $166.6 million which reflects an increase of $86.2 million compared to Fiscal Year 2011-12. Under the
block grant program, participating school districts and county offices of education would receive $28 per
student. If a school district or county office of education chose not to participate in the program, the
State’s existing reimbursement process for claims would remain available.

5. In California Redevelopment Association et al. v. Matosantos et al., the California
Supreme Court upheld Assembly Bill 26 of the 2010-11 First Extraordinary Session, which led to the
dissolution of all redevelopment agencies within the State on February 1, 2012. The 2012-13 State Budget
Act continued the State’s framework pursuant to which assets previously held by redevelopment agencies
would be used to cities, counties and special districts to fund core public services and to school districts to
offset State General Fund costs. The 2012-13 State Budget Act projected that there would be
approximately $1.5 billion in savings to the State General Fund as a result of such transfers. Further, the
projected increase in local revenue would reduce Proposition 98 expenditures by the same amount. See
“State Funding of Education - Litigation Regarding Redevelopment Agency Revenues and Education
Expenditures” herein.
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State Budget for Fiscal Year 2013-14

Fiscal Year 2013-14 Proposed State Budget. On January 10, 2013, Governor Edmund G. Brown
released his 2013-14 Proposed Budget (the “Fiscal Year 2013-14 Proposed State Budget”), which
projects Fiscal Year 2012-13 revenues and transfers of $95.39 billion, total expenditures of $92.99 billion
and a year-end surplus of $785 million (net of the $1.62 billion deficit from Fiscal Year 2011-12), of
which $618 million would be reserved for the liquidation of encumbrances and $167 million would be
deposited in a reserve for economic uncertainties. The Fiscal Year 2013-14 Proposed State Budget
projects Fiscal Year 2013-14 revenues and transfers of $98.50 billion, total expenditures of $97.65 billion
and a year-end surplus of $1.64 billion (inclusive of the projected $785 million State General Fund
balance for Fiscal Year 2012-13), of which $618 million would be reserved for the liquidation of
encumbrances and $1.02 billion would be deposited in a reserve for economic uncertainties. The Fiscal
Year 2013-14 Proposed State Budget states that the State’s budget remains balanced by a small margin
and cautions that the occurrence of certain events, including among other things, shifts of costs to the
State from the federal government, the uncertainty of the economic recovery in the State and the country,
actions taken by the federal government and the judicial system and rising health care costs pose
significant risks to the State’s budget projections.

Certain of the features of the Fiscal Year 2013-14 Proposed State Budget which could affect
schools in the State include the following:

1. The Fiscal Year 2013-14 Proposed State Budget proposes Proposition 98 funding of
$56.2 billion in Fiscal Year 2013-14, which represents an increase of approximately $2.7 billion from the
revised funding levels for Fiscal Year 2012-13 and includes amounts from the Education Protection
Account established pursuant to Proposition 30. Accordingly, the Governor projects that Proposition 98
per pupil spending will increase from $7,967 in Fiscal Year 2012-13 to $8,304 in Fiscal Year 2013-14.
The Fiscal Year 2013-14 Proposed State Budget estimates that revenues attributable to Proposition 30
will provide an increase of approximately $526 million to the Proposition 98 minimum guarantee for
Fiscal Year 2013-14.

2. The Fiscal Year 2013-14 Proposed State Budget states that the revised Proposition 98
minimum guarantee for Fiscal Year 2012-13 will be $162.8 million below the level appropriated from the
General Fund. Accordingly, the Fiscal Year 2013-14 Proposed State Budget proposes to use this
$162.8 million to retire future funding obligations under the terms of the CTA v. Schwarzenegger
settlement agreement.

3. The State appropriated approximately $2.2 billion in Fiscal Year 2012-13 to repay a
portion of the outstanding Cross-Fiscal Year Deferrals (as defined in the forepart of this Official
Statement). The Fiscal Year 2013-14 Proposed State Budget includes an increase of approximately
$1.9 billion of Proposition 98 appropriations to reduce Cross-Fiscal Year Deferrals outstanding. The
Fiscal Year 2013-14 Proposed State Budget estimates that the total outstanding deferral debt for K-12
school districts will be reduced to $6.3 billion by June 30, 2014 if the proposed repayment of Cross-Fiscal
Year deferrals is approved. See “The Series B Notes - Cash Flow Projections and Assumptions - State
Cash Management Plan” in the forepart of this Official Statement.

4. The Fiscal Year 2013-14 Proposed State Budget includes the Governor’s school district
funding formula proposal (the “Local Control Funding Formula™). The Local Control Funding Formula
would, if approved and implemented, consolidate K-12 revenue limits and almost all of the State’s
categorical programs into one funding formula with limited programmatic spending requirements. The
Local Control Funding Formula would, if approved, distribute resources to schools through a base
revenue limit funding grant per unit of average daily attendance with additional supplemental funding.

B-6



Pursuant to the Local Control Funding Formula, when the proportion of English language learners and
economically disadvantages students of a school district exceeds 50% of such district’s student
population, the school district will receive an additional concentration grant equal to 35% of the base
grant for each English language learner and economically disadvantaged student above the 50%
threshold. If the Local Control Funding Formula is implemented, the Districts would qualify for the
supplemental grant based upon the demographics of its current student population. The Districts are
currently evaluating the impact of the Local Control Funding Formula.

5. The Fiscal Year 2013-14 Proposed State Budget proposes school district accountability
measures, pursuant to which the State would require each school district to adopt a student achievement
plan (each, a “District Plan for Student Achievement”) in connection with such school district’s annual
budget and spending plan. If the accountability proposals are approved, the content of each District Plan
for Student Achievement would be primarily left to the discretion of the school district. However, the
State would require each District Plan for Student Achievement to address the manner in which State
funds are used to improve basic conditions for student achievement, programs or instruction that benefit
low-income students and English language learners, the implementation of content standards and progress
toward college and career readiness.

6. The Fiscal Year 2013-14 Proposed State Budget proposes to increase the flexibility
granted to school districts with respect to funds on hand by eliminating the minimum contribution
requirement for routine maintenance and the required local district set-aside for deferred maintenance
contributions. In addition, if approved, the State would permit school districts to use the proceeds from
the sale of any real or personal surplus property for any one-time general fund expenditures. Further, the
Fiscal Year 2013-14 Proposed State Budget, if approved, would authorize school districts to reduce the
school year by up to five days or the equivalent number of minutes without incurring penalties and to
reduce the required level of budgetary reserves.

7. The 2012-13 State Budget Act created an alternative method for school and community
college districts to receive compensation for performing State-mandated activities by creating a K-12
block grant. The Fiscal Year 2013-14 Proposed State Budget proposes to increase the K-12 block grant by
approximately $100 million to fund the block grants for the graduation requirement program and the
behavioral intervention plan.

8. The Fiscal Year 2013-14 Proposed State Budget proposes to allocate $400.5 million of
Proposition 39 funding in Fiscal Year 2013-14 to a special fund for schools and community college
districts to support energy efficiency measures. Such measures would include, among other things,
construction or modernization of buildings, purchasing energy efficiency equipment and installation of
solar panels and geothermal pumps. The Governor has stated that the transfers to the special fund will be
considered an allocation towards the Proposition 98 minimum guarantee.

9. The Fiscal Year 2013-14 Proposed State Budget proposes to include the COLA for
school district revenue limits in the Local Control Funding Formula. The Fiscal Year 2013-14 Proposed
State Budget proposes to allocate $62.8 million for a 1.65% cost-of-living adjustment for certain
categorical programs that would not be included within the Local Control Funding Formula, if approved.
Such programs would include Special Education, Child Nutrition, American Indian Education Centers,
and the American Indian Early Childhood Education Program.

LAO Analysis of the 2013-14 Proposed State Budget. On January 14, 2013, the LAO released a
report entitled “The 2013-14 Budget: Overview of the Governor’s Budget” (the “2013 LAO Budget
Overview”), which provides an analysis by the LAO of the Fiscal Year 2013-14 Proposed State Budget.
The 2013 LAO Budget Overview is available on the LAO website at www.lao.ca.gov. Information on the
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website is not incorporated herein by reference. The 2013 LAO Budget Overview states that the Fiscal
Year 2013-14 Proposed State Budget reflects a significant improvement in the State’s finances due to,
among other things, the economic recovery, prior budgetary restraint, and voters’ approval of temporary
tax increases. However, the LAO cautions that there are still considerable risks to revenue estimates. In
addition, the LAO estimates that the State will not have sizable reserves by the end of Fiscal Year
2016-17 or begun to address huge unfunded liabilities associated with the teachers’ retirement system and
State retiree health benefits.

According to the LAO, the State’s underlying expenditures and revenues are generally balanced
and, with the exception of education funding, the programs and services funded from the State’s General
Fund would operate at the same level in Fiscal Year 2013-14 as compared to Fiscal Year 2012-13. The
LAO cautions that the State’s budget will continue to face risks including, among other things,
uncertainty at the federal level over “fiscal cliff” issues related to the debt limit and sequestration and
volatility in the State’s revenue structure. In addition, the LAO recommends that the Governor conduct
initial analysis of the economic impact of the proposed the Local Control Funding Formula and the
State’s options to implement Medi-Cal expansion in connection with the federal Affordable Care Act.
The LAO states that as they will have a significant impact upon the State’s budget in Fiscal Year 2013-14
and subsequent years.

May Revision to the Fiscal Year 2013-14 Proposed State Budget. On May 14, 2013, the
Governor released his May Revision to the 2013-14 Proposed State Budget (the “May Revision”), which
projects Fiscal Year 2012-13 revenues and transfers of $98.19 billion, total expenditures of $95.69 billion
and a year-end surplus of $850 million (net of the $1.66 billion deficit from Fiscal Year 2011-12), of
which $618 million would be reserved for the liquidation of encumbrances and $232 million would be
deposited in a reserve for economic uncertainties. The May Revision projects Fiscal Year 2013-14
revenues and transfers of $97.24 billion, total expenditures of $96.35 billion and a year-end surplus of
$1.73 billion (inclusive of the projected $850 million State General Fund balance as of June 30, 2013
which would be available for Fiscal Year 2013-14), of which $618 million would be reserved for the
liquidation of encumbrances and $1.11 billion would be deposited in a reserve for economic uncertainties.
The May Revision states that the State’s budget is projected to remain balanced due to, among other
things, the reduction in expenditures and the receipt of temporary tax revenues from Proposition 30.
However, the May Revision cautions that uncertainty with respect to the pace of the economic recovery in
the State and the country, the outcome of pending litigation with respect to prison crowding and
healthcare, rising health care costs, the outcome of pending litigation with respect to the dissolution of
redevelopment agencies, shifts of costs to the State from the federal government and other actions taken
by the federal government such as the Sequestration Executive Order pose significant risks to the State’s
budget projections.

Certain of the features of the May Revision which could affect schools in the State include the
following:

1. The May Revision proposes Proposition 98 funding of $56.5 billion in Fiscal Year
2012-13, which represents an increase of approximately $2.9 billion from the projected funding levels for
Fiscal Year 2012-13 and includes amounts from the Education Protection Account established pursuant to
Proposition 30. The May Revision proposes Proposition 98 funding of $55.3 billion in Fiscal Year
2013-14, including $39.9 billion of Proposition 98 General Fund expenditures. The May Revision
projects steady growth in Proposition 98 minimum guarantee and projects that Proposition 98 funding for
K-12 education in Fiscal Year 2016-17 will be approximately $17.4 billion greater than Fiscal Year
2011-12.
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2. The Governor projects that Proposition 98 per pupil spending for K-12 education will
increase from $7,175 in Fiscal Year 2011-12 to $8,221 in Fiscal Year 2013-14. Further, if the State
Legislature approves the Local Control Funding Formula, the Governor proposes to appropriate
$1 billion, which would approximately $170 per student, to school districts to support the implementation
of new standards for evaluating student achievement in English-language arts and math.

3. The State estimated that the Proposition 98 appropriations were approximately
$162.8 million greater than the Proposition 98 minimum guarantee at the time the Governor released the
Fiscal Year 2013-14 Proposed State Budget in January 2013. The Fiscal Year 2013-14 Proposed State
Budget proposed to apply the over-appropriated amount of $162.8 million toward future funding
obligations under the terms of the CTA v. Schwarzenegger settlement agreement. The May Revision
proposes to make the settlement payment on the existing schedule rather than apply over-appropriated
amounts from Fiscal Year 2012-13.

4. The May Revision proposes to apply approximately $1.6 billion of one-time
Proposition 98 appropriations to reduce outstanding Cross-Fiscal Year Deferrals. The May Revision
estimates that the total outstanding deferral debt for K-12 school districts will be reduced to $4.9 billion
by June 30, 2014 if the proposed repayment of Cross-Fiscal Year deferrals is approved,

5. The May Revision includes modifications to the Local Control Funding Formula
proposal set forth the in the 2013-14 Proposed State Budget. Pursuant to the May Revision, the Local
Control Funding Formula would include: (1) a base grant for each local education agency equal to the
Fiscal Year 2007-08 Statewide average undeficited revenue limit upon full implementation, (2) an
adjustment of 11.23% to the base grant to support lower class sizes in kindergarten through the third
grade, (3) an adjustment of 2.8% to reflect the cost of operating career technical education programs in
high schools, (4) a 35% supplemental grant for English learners, students from low-income families and
foster youth to reflect increased costs associated with educating such student groups, and (5) an additional
concentration grant, not to exceed 17.5% of a local education agency’s base grant, based on the number of
English learners, students from low-income families and foster youth served by such local education
agency when such student groups comprise more than 50% of enrollment. The Governor projects that the
Local Control Funding Formula would ensure that no school receives less funding than such school
received during Fiscal Year 2012-13. The Districts are currently evaluating the impact of the Local
Control Funding Formula.

6. The May Revision proposes to consolidate several programs which receive funding for
special education and provide greater flexibility for Special Education Local Plan Areas. In addition, the
May Revision proposes to increase Proposition 98 General Fund expenditures by $60.7 million for special
education programs to backfill a reduction in funding caused by Sequestration Executive Order.

7. The May Revision continues the Governor’s proposal to allocate $400.5 million of
funding relating to Proposition 39 of 2012 to a special fund for schools and community college districts to
support energy efficiency measures. The May Revision proposes a minimum grant level of $15,000 for
small local education agencies and proposes a grant level for other local education agencies based on the
greater of $50,000 or their per-ADA distribution. Further, the May Revision proposes an increase of
$12.5 million for K-12 energy efficiency projects based on higher Proposition 39 revenues.

8. The May Revision withdraws the proposal to restructure the adult education system set
forth in the Fiscal Year 2013-14 Proposed State Budget. Instead, the May Revision proposes to maintain
the status quo for existing school district and community college district adult education programs for two
years. The May Revision proposes that school districts and community college districts transition to adult
education partnership programs which would be comprised of regional educational providers. The
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regional education providers would determine the programs needed for their communities and how to best
allocate State resources. The May Revision proposes to provide $30 million of Proposition 98 General
Fund appropriations in Fiscal Year 2013-14 for two-year planning and implementation grants and $500
million of Proposition 98 General Fund appropriations in Fiscal Year 2015-16 to fund adult education
schools operated by such regional educational providers.

LAO May Overview of the May Revision. On May 17, 2013, the LAO released an analysis of the
May Revision entitled “The 2013-14 Budget: Overview of the May Revision” (the “LAO May Revision
Overview”). The LAO May Revision Overview states that the LAO does not agree with the
administration’s view that there has been a significant dimming of the State’s near-term economic
prospects. However, in light of the relatively little benefit to be realized by the State’s General Fund even
if higher revenue calculations were adopted, the LAO May Revision Overview states that there remain
good reasons for the Legislature to adopt a cautious budget posture. The LAO May Revision Overview
states that the LAO believes the administration’s proposed approach of using new one-time funds from
Fiscal Year 2012-13 for one-time initiatives such as the acceleration of deferral pay downs is prudent and
the proposal to build up ongoing programmatic spending is reasonable. However, the LAO cautions that
future surpluses may not materialize due to, among other things, lower than expected revenues, rapid
increases to health and human services costs, and the eventual expiration of Proposition 30 tax rate
increases. The LAO May Revision Overview further states that this is an ideal time for the Legislature to
begin addressing the budgetary and retirement liabilities and, given the presence of various risks to the
economic outlook and the State’s budgetary volatility, building larger State budget reserves in the coming
years.

State Cash Management Legislation. Since 2002, the State has engaged in the practice of
deferring certain apportionments to school districts in order to manage the State’s cash flow. This practice
has included deferring certain apportionments within a fiscal year from one month to a subsequent month
and deferring certain apportionments from one fiscal year to the next. These “crossyear” deferrals have
been codified and are expected to be on-going. Legislation enacted with respect to Fiscal Year 2011-12
provides for additional inter-fiscal year deferrals. On May 23, 2012, the Governor signed into law
Assembly Bill 103 (Chapter 13, Statutes of 2012) (“AB 103”) which extends certain provisions of SB 82
into Fiscal Year 2012-13. AB 103 addressed the State’s ongoing cash crisis by deferring a variety of K—
14 payments within fiscal year 2012—13 and requires that Fiscal Year 2012—-13 K—14 payments that
would otherwise be made in four separate months be deferred and repaid later in Fiscal Year 2012-13.
Specifically, Government Code Section 16326(a)(2) requires that $1.2 billion in K-12 payments be
deferred from July 2012, with $700 million paid in September 2012 and $500 million paid in January
2013; $600 million be deferred from August 2012 to January 2013; $800 million be deferred from
October 2012 to January 2013; and $900 million be deferred from March 2013 to April 2013. AB 103
permits schools to apply for an exemption from the July, August, and October 2012 and the March 2013
deferrals. Due to the late enactment of AB 103, the State Department of Finance has agreed to accept
applications as late as June 15, 2012. AB 103 provides a second opportunity to apply by January 4, 2013,
for exemption from the March 2013 to April 2013 deferral. The second application process for the March
2013 exemption will be available in December 2012. None of the Districts applied for exemption from
the deferrals under AB103.

Future State Budgets. Under State law, the State Legislature is required to adopt its budget by
June 15 of each year for the upcoming fiscal year, with approval by the Governor to occur on June 30.
Following the implementation of Proposition 25 (permitting State budget passage with a simple majority
and mandating forfeiture of Legislators’ daily salaries until the budget bill passes), the Governor signed
the 2011-12 Budget on June 30, 2011. However, the Governor signed the 2010-11 Budget on October 8,
2010, the latest budget in the State’s history. The Participants cannot fully anticipate future delays in State
budget adoption or their impact. The events leading to the inability of the State Legislature to pass a
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budget in a timely fashion are not unique, and the Participants cannot predict what circumstances may
cause a similar failure in future years. In each year where the State budget lags adoption of each
Participant’s budget, it will be necessary for each Participant’s staff to review the consequences of the
changes, if any, at the State level from the proposals in the Governor’s May Revision for that year, and
determine whether such Participant’s budget will have to be revised. In addition, the Participants cannot
predict the effect that the general economic conditions within the State and the State’s budgetary
problems may have in the future on the Participants’ budgets or operations.

Potential Impact of the 2013-14 Proposed State Budget and May Revision on the Districts. The
following table sets forth the projected revenue limits per ADA, prior to application of the deficit factor,
for each District based upon the 2013-14 Proposed State Budget and May Revision. See “-State Cash
Management Plan” for a description of deferrals of school district funding.

PROJECTED BASE REVENUE LIMIT PER ADA
Fiscal Year 2013-14

Projected
District Base Revenue Limit"
Cardiff School District $6,499.54
Carlsbad Unified School District 6,802.31
Encinitas Union School District 6,522.70
Fallbrook Union High School District 7,864.10
Grossmont Union High School District 7,867.00
La Mesa - Spring Valley School District 6,523.05
National School District 6,518.48
Ramona Unified School District 6,814.41
San Dieguito Union High School District 7,818.08

Source: San Diego County Office of Education.

()" Based on the May Revision to the 2013-14 Proposed State Budget. Reflects amounts prior to application of the deficit
factor.

Projection provided by the District.

6)
Future State Budgets. The Districts and the County cannot predict what actions will be taken in
the future by the State Legislature and the Governor to address the State’s current or future budget
deficits. Future State budgets will be affected by national and State economic conditions and other
factors over which the Districts will have no control. To the extent that the State budget process results in
reduced revenues or increased expenses for the Districts and the County, the Districts and the County will
be required to make adjustments to their respective budgets. In the event of revision to the 2012 State
Budget Act includes decreases in a District’s revenues or increases in required expenditures by such
District from the levels assumed by such District, such District will be required to generate additional
revenues, curtail programs and/or services, or spend down its reserve to ensure a balanced budget.

No prediction can be made by the Districts as to whether the State will encounter budgetary
problems in this or in any future Fiscal Years, and if it were to do so, it is not clear what measures would
be taken by the State to balance its budget, as required by law. In addition, the Districts cannot predict
the final outcome of future State budget negotiations, the impact that such budgets will have on its
finances and operations or what actions will be taken in the future by the State Legislature and Governor
to deal with changing State revenues and expenditures. Current and future State budgets will be affected
by national and State economic conditions and other factors, including the current economic downturn,
over which the Districts have no control.



CONSTITUTIONAL AND STATUTORY PROVISIONS
AFFECTING DISTRICT REVENUES AND APPROPRIATIONS

Limitations on Revenues

Article XIIIA of the California Constitution. Article XIIIA of the State Constitution, adopted
and known as Proposition 13, was approved by the voters in June 1978. Section 1(a) of Article XIIIA
limits the maximum ad valorem tax on real property to one percent of “full cash value,” and provides that
such tax shall be collected by the counties and apportioned according to State law. Section 1(b) of
Article XIITA provides that the one-percent limitation does not apply to ad valorem taxes levied to pay
interest and redemption charges on (1) indebtedness approved by the voters prior to July 1, 1978, or
(2) bonded indebtedness for the acquisition or improvement of real property approved on or after July 1,
1978, by two-thirds of the votes cast on the proposition, or (3) bonded indebtedness incurred by a school
district or community college district for the construction, reconstruction, rehabilitation or replacement of
school facilities or the acquisition or lease of real property for school facilities, approved by 55% of the
voters of the district, but only if certain accountability measures are included in the bond proposition.

Section 2 of Article XIIIA defines “full cash value” to mean the county assessor’s valuation of
real property as shown on the Fiscal Year 1975-76 tax bill, or, thereafter, the appraised value of real
property when purchased, newly constructed, or a change in ownership has occurred. The full cash value
may be adjusted annually to reflect inflation at a rate not to exceed 2% per year, or to reflect a reduction
in the consumer price index or comparable data for the area under taxing jurisdiction, or may be reduced
in the event of declining property value caused by substantial damage, destruction or other factors. The
Revenue and Taxation Code permits county assessors who have reduced the assessed valuation of a
property as a result of natural disasters, economic downturns or other factors, to subsequently “recapture”
such value (up to the pre-decline value of the property) at an annual rate higher than 2%, depending on
the assessor’s measure of the restored value of the damaged property. The California courts have upheld
the constitutionality of this procedure. Legislation enacted by the State Legislature to implement
Article XIIIA provides that, notwithstanding any other law, local agencies may not levy any ad valorem
property tax except the 1% base tax levied by each County and taxes to pay debt service on indebtedness
approved by the voters as described above.

Since its adoption, Article XIIIA has been amended a number of times. These amendments have
created a number of exceptions to the requirement that property be reassessed when purchased, newly
constructed or a change in ownership has occurred. These exceptions include certain transfers of real
property between family members, certain purchases of replacement dwellings for persons over age 55
and by property owners whose original property has been destroyed in a declared disaster, and certain
improvements to accommodate disabled persons and for seismic upgrades to property. These
amendments have resulted in marginal reductions in the property tax revenues of the District.

Both the California State Supreme Court and the United States Supreme Court have upheld the
validity of Article XIIIA.

Article XIIIC and Article XIIID of the California Constitution. On November 5, 1996, the
voters of the State approved Proposition 218, the so-called “Right to Vote on Taxes Act.”
Proposition 218 added Articles XIIIC and XIIID to the State Constitution, which contain a number of
provisions affecting the ability of local agencies, including school districts, to levy and collect both
existing and future taxes, assessments, fees and charges. Among other things, Article XIIIC establishes
that every tax is either a “general tax” (imposed for general governmental purposes) or a “special tax”
(imposed for specific purposes); prohibits special purpose government agencies such as school districts
from levying general taxes; and prohibits any local agency from imposing, extending or increasing any
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special tax beyond its maximum authorized rate without a two-thirds vote. Article XIIIC also provides
that no tax may be assessed on property other than ad valorem property taxes imposed in accordance with
Articles XIII and XIIIA of the California Constitution and special taxes approved by a two-thirds vote
under Article XIIIA, Section 4.

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or
repealing local taxes, assessments, fees and charges. The State Constitution and the laws of the State
impose a duty on the county treasurer-tax collector to levy a property tax sufficient to pay debt service on
school bonds coming due in each year. The initiative power cannot be used to reduce or repeal the
authority and obligation to levy such taxes which are pledged as security for payment of general
obligation bonds or to otherwise interfere with performance of the duty of the respective Districts and the
County with respect to such taxes. Legislation adopted in 1997 provides that Article XIIIC shall not be
construed to mean that any owner or Beneficial Owner of a municipal security assumes the risk of or
consents to any initiative measure which would constitute an impairment of contractual rights under the
contracts clause of the U.S. Constitution.

Article XIIID deals with assessments and property-related fees and charges. Article XIIID
explicitly provides that nothing in Article XIIIC or XIIID shall be construed to affect existing laws
relating to the imposition of fees or charges as a condition of property development; however it is not
clear whether the initiative power is therefore unavailable to repeal or reduce developer and mitigation
fees imposed by the Districts.

The interpretation and application of Proposition 218 will ultimately be determined by the courts
with respect to a number of the matters discussed above, and it is not possible at this time to predict with
certainty the outcome of such determination.

Expenditures and Appropriations

Article XIIIB of the California Constitution. In addition to the limits Article XIIIA imposes on
property taxes that may be collected by local governments, certain other revenues of the State and local
governments are subject to an annual “appropriations limit” or “Gann Limit” imposed by Article XIIIB of
the State Constitution, which effectively limits the amount of such revenues that government entities are
permitted to spend. Article XIIIB, approved by the voters in June 1979, was modified substantially by
Proposition 111 in 1990. The appropriations limit of each government entity applies to “proceeds of
taxes,” which consist of tax revenues, state subventions and certain other funds, including proceeds from
regulatory licenses, user charges or other fees to the extent that such proceeds exceed “the cost reasonably
borne by such entity in providing the regulation, product or service.” “Proceeds of taxes” excludes tax
refunds and some benefit payments such as unemployment insurance. No limit is imposed on the
appropriation of funds which are not “proceeds of taxes,” such as reasonable user charges or fees, and
certain other non-tax funds.

Article XIIIB also does not limit appropriation of local revenues to pay debt service on bonds
existing or authorized by January 1, 1979, or subsequently authorized by the voters, appropriations
required to comply with mandates of courts or the federal government, appropriations for qualified capital
outlay projects, and appropriation by the State of revenues derived from any increase in gasoline taxes
and motor vehicle weight fees above January 1, 1990, levels. The appropriations limit may also be
exceeded in cases of emergency; however, the appropriations limit for the three years following such
emergency appropriation must be reduced to the extent by which it was exceeded, unless the emergency
arises from civil disturbance or natural disaster declared by the Governor, and the expenditure is approved
by two-thirds of the legislative body of the local government.

B-13



The State and each local government entity has its own appropriations limit. Each year, the limit
is adjusted to allow for changes, if any, in the cost of living, the population of the jurisdiction, and any
transfer to or from another government entity of financial responsibility for providing services. Each
school district is required to establish an appropriations limit each year. In the event that a school
district’s revenues exceed its spending limit, the district may increase its appropriations limit to equal its
spending by taking appropriations limit from the State.

Proposition 111 requires that each agency’s actual appropriations be tested against its limit every
two years. If the aggregate “proceeds of taxes” for the preceding two-year period exceeds the aggregate
limit, the excess must be returned to the agency’s taxpayers through tax rate or fee reductions over the
following two years. If the State’s aggregate “proceeds of taxes” for the preceding two-year period
exceeds the aggregate limit, 50% of the excess is transferred to fund the State’s contribution to school and
college districts.

Future Initiatives. Articles XIIIA, XIIIB, XIIIC, and XIIID, and Propositions 98 and 111 were
each adopted as measures that qualified for the ballot pursuant to the State’s initiative process. From time
to time, other initiative measures could be adopted, further affecting the revenues of the Districts.

STATISTICAL AND FINANCIAL INFORMATION REGARDING THE DISTRICTS

In connection with the offering of the Note Participations, each of the Districts has provided the
following information and the summary of financial information of the Districts provided under
“SUMMARY OF DISTRICT FINANCIAL INFORMATION” herein.

Average Daily Attendance

The following sets forth the average daily attendance (second period) for the Fiscal Years ended
June 30, 2009 through 2012 and projections for the Fiscal Year ending June 30, 2013 for each of the
Districts:

AVERAGE DAILY ATTENDANCE
Second Principal Apportionment”
Fiscal Years 2008-09 through 2012-13

District 2008-09 2009-10 2010-11 2011-12 2012-13?
Cardiff School District® 709 712 734 735 731
Carlsbad Unified School District"® 10,317 10,417 10,593 10,619 10,619
Encinitas Union School District®® 5,279 5,259 5,243 5,312 5,256
Fallbrook Union High School District 2,886 2,811 2,798 2,675 2,798
Grossmont Union High School District 18,467 19,035 18,378 17,659 17,186
La Mesa - Spring Valley School District 12,220 12,038 11,874 11,905 11,648
National School District 5,466 5,548 5,564 5,544 5,544
Ramona Unified School District 6,403 6,108 5,932 5,862 5,542
San Dieguito Union High School District"®) 12,368 12,150 11,964 12,019 11,909

Source: Data for Fiscal Years 2008-09 through 2011-12 are ADAs at P-2, as set forth in the supplemental information section
of each respective District’s audit report, and data for Fiscal Year 2012-13 are ADAs at P-2, as set forth in the second

interim financial reports of each respective District, unless otherwise noted.

(" Excludes adults enrolled in adult education programs.
@ Projected.

© Basic Aid District. See “STATE AND FEDERAL FUNDING OF EDUCATION - Major Revenues” herein.
@ Fiscal Year 2011-12 and 2012-13 ADA provided by the District.
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Base Revenue Limit

The following table sets forth the actual base revenue limit per ADA for Fiscal Year 2011-12 and
the budgeted base revenue limit per ADA for Fiscal Year 2012-13 for each of the Districts:

BASE REVENUE LIMIT PER ADA
Fiscal Years 2011-12 and 2012-13%

2011-12 2012-13

District (Actual)” (Budgeted)?
Cardiff School District™® $6,210.87 $6,398.54
Carlsbad Unified School District™® 6,492.88 6,705.16
Encinitas Union School District"”’ 6,246.81 6,449.69
Fallbrook Union High School District 7,508.68 7,751.96
Grossmont Union High School District 7,525.34 7,769.06
La Mesa - Spring Valley School District 6,228.40 6,422.05
National School District 6,215.48 6,417.48
Ramona Unified School District 6,522.52 6,708.41
San Dieguito Union High School District® 7,462.65 7,705.93

Source: Second interim financial reports of each respective District.

()" Amounts are prior to application of the deficit factor, which was 79.398% for Fiscal Year 2011-12, and other adjustments
pursuant to the Fiscal Year 2011-12 State Budget Act.

Amounts listed are budgeted and thus do not reflect actual financial results or the outcome of State budget negotiations and
revisions. Further, amounts are prior to the application of the deficit factor, which is 77.728% for Fiscal Year 2012-13, and
other adjustments pursuant to the Fiscal Year 2012-13 State Budget Act and SB 81 (defined herein).

Basic Aid District. See “STATE AND FEDERAL FUNDING OF EDUCATION - Major Revenues” herein.

(2)

3

Employees

The following table sets forth the number of full-time equivalent certificated and classified
employees and management/other employees for each of the Districts as of July 1, 2012:

FULL-TIME EQUIVALENT EMPLOYEES

(As of July 1, 2012)
Certificated Classified Management/
District Employees Employees Other Employees
Cardiff School District 41.2 31.9 4.0
Carlsbad Unified School District 455.2 279.3 39.5
Encinitas Union School District 265.4 115.5 27.8
Fallbrook Union High School District 126.2 107.2 16.0
Grossmont Union High School District 881.4 633.6 100.8
La Mesa - Spring Valley School District 539.8 353.0 45.0
National School District" 335.8 133.4 37.4
Ramona Unified School District 250.4 224.0 24.0
San Dieguito Union High School District" 552.0 346.3 56.2

Source: The Districts, respectively.
()" Management employees included in the Certificated and Classified employee counts.
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The following table sets forth the collective bargaining unit representing employees of each of the
Districts and the expiration date of the collective bargaining agreement under which the respective
District and such collective bargaining unit are currently operating:

COLLECTIVE BARGAINING AGREEMENTS

Agreement
Collective Bargaining Units Expiration Date

Cardiff School District
1. Cardiff Elementary Teachers Association June 30, 2014

Carlsbad Unified School District
1. Federation of Unified School Employees/Laborers’ International Union of

North America Local 777" June 30, 2013

2. Carlsbad Unified Teachers Association/California Teachers June 30, 2013
Encinitas Union School District

1. Teachers of Encinitas June 30, 2013

2. Classified of Encinitas June 30, 2013

Fallbrook Union High School District

1. Fallbrook Union High School Teachers Association

2. Service Employees International Union, Local 2028
Grossmont Union High School District

1. California School Employees Association, Chapter 443

2. Service Employees International Union, Local 22

3. Grossmont Education Association'”

June 30, 2014
June 30, 2014

June 30, 2015
June 30, 2015
June 30, 2011

La Mesa - Spring Valley School District

1. La Mesa - Spring Valley Teachers Association June 30, 2014

2. California School Employee Association, Chapter 419" June 30, 2013
National School District

1. National Elementary Teachers Association'” June 30, 2013

2. California School Employees Association" June 30, 2012
Ramona Unified School District

1. Ramona Teachers Association June 30, 2013

2. Classified School Employees Association” June 30, 2015
San Dieguito Union High School District

1. San Dieguito Faculty Association June 30, 2015

2. California School Employees Association" June 30, 2012

M This District is in the process of negotiating extensions of its existing agreements or terms of a new agreement. Terms of the expired or

expiring agreement continue to apply until a new agreement is finalized.

Depending on the outcome of negotiations relating to new and existing labor agreements
referenced in the footnotes above, as applicable, certain of the Districts may be required to pay increased
amounts in compensation to their respective employees. Other than such Districts, none of the Districts
has any employee collective bargaining arrangements currently under negotiation; and none of the
Districts or their respective staffs are aware of any labor disputes which may materially adversely affect
the finances or operations of the District.
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Outstanding Obligations

The following table sets forth the long-term outstanding obligations of each District as of June 30,

2012.
LONG-TERM OUTSTANDING OBLIGATIONS"
(As of June 30, 2012)
General
Obligation Lease Net OPEB Compensated
District Bonds Obligations Obligations Absences
Cardiff School District $ 10,740,324  $ 0 $ 28,928  § 19,551
Carlsbad Unified School District 200,269,281 54,537,082 8,270,305 297,161
Encinitas Union School District® 25,534,256 0 1,283,034 211,556
Fallbrook Union High School District®® 12,430,071 6,127 4,217,275 120,755
Grossmont Union High School District 439,531,711 285,029 12,439,391 2,787,266
La Mesa - Spring Valley School District® 37,354,708 82,097 7,317,633 852,350
National School District 0 443,553 3,016,846 815,393
Ramona Unified School District 0 22,728,360 0 739,739
San Dieguito Union High School District® 0 15,515,000 5,556,131 1,200,487

Source: Audited financial statements for each respective District and the Districts, respectively.

©}

3)
“)

(%)

Excludes bond and certificates of participation premium, other long-term liabilities and obligations of assessment districts,
special districts, community facilities districts and community service districts and special tax bonds. Lease obligations
include capital leases and lease revenue bonds.

Subsequent to June 30, 2012, the District issued tax-exempt general obligation bonds in the aggregate principal amount of
$9,998,410.90, all of which were capital appreciation bonds.

Excludes $90,000 in other long-term debt accrued in connection with an early retirement incentive.

Excludes $1,894,660 in other long-term debt accrued in connection with an early retirement incentive. Subsequent to June
30, 2012, the District approved a master lease agreement in the approximate aggregate principal amount of $1.5 million to
finance the replacement of certain buses.

Excludes $2,700,000 principal amount State loan. Subsequent to June 30, 2012, the District issued taxable general
obligation bonds in the aggregate principal amount of $2,320,000 and tax-exempt general obligation bonds in the aggregate
principal amount of $157,680,000.
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Property-Related Information

Assessed Valuation and Appeals. The assessed valuation of property in each District is
established by the County Assessor, except for public utility property which is assessed by the State
Board of Equalization. Assessed valuations are reported at 100% of the full cash value of the property, as
defined in Article XIIIA of the California Constitution.

Total assessed valuation of property in each District for the past five Fiscal Years is set forth

below.
ASSESSED VALUE OF TAXABLE PROPERTY"”
Fiscal Years 2008-09 through 2012-13
($ in thousands)
District 2008-09 2009-10 2010-11 2011-12 2012-13
Cardiff School District § 2,042,249 § 2,066,510 § 2,009,701 § 2,097,525 $ 2,204,173
Carlsbad Unified School District 16,191,216 16,066,036 15,942,061 15,777,488 15,684,310
Encinitas Union School District 13,473,200 13,444,454 13,423,583 13,693,380 13,847,777
Fallbrook Union High School District 8,314,140 8,153,886 7,974,411 7,952,771 7,400,727
Grossmont Union High School District 38,260,334 36,226,604 35,724,830 35,927,641 36,040,846
La Mesa - Spring Valley School District 10,765,161 10,150,189 10,021,008 1,074,094 1,068,966
National School District 2,777,544 2,627,190 2,593,237 2,592,732 10,159,711
Ramona Unified School District 3,933,660 3,669,677 3,602,313 3,608,220 3,566,239
San Dieguito Union High School District 47,017,777 47,622,252 47,112,546 47,530,328 47,578,669

Source: San Diego County Office of Education.
" Includes secured, utility and homeowner’s exemption.
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Property Tax Collections. The table below sets forth the tax levies, collections and percent of
collections and levies for property taxes in each District for the last five Fiscal Years.

PROPERTY TAX COLLECTIONS
Fiscal Years 2008-09 through 2012-13

Delinquent
Tax Amount
as Percentage

Total Tax Total Tax Amount Delinquent Tax of Total Tax
District; Fiscal Year Amount"’ Collected Amount? Amount
Cardiff School District
Fiscal Year 2012-13 $ 5,932,485.26 $ 5,764,098.19 $ 168,387.07 2.8%
Fiscal Year 2011-12 5,624,007.95 5,539,021.24 84,986.71 1.5
Fiscal Year 2010-11 5,544,467.01 5,474,474.32 69,992.69 1.3
Fiscal Year 2009-10 5,523,541.95 5,462,863.98 60,677.97 1.1
Fiscal Year 2008-09 5,456,271.29 5,426,996.04 29,275.25 0.5
Carlsbad Unified School District
Fiscal Year 2012-13 $60,995,572.20 $59,288,278.94 $1,707,293.26 2.8%
Fiscal Year 2011-12 61,050,011.75 60,139,268.97 910,742.78 1.5
Fiscal Year 2010-11 61,500,004.48 60,733,021.60 766,982.88 1.2
Fiscal Year 2009-10 62,048,999.92 61,375,291.01 673,708.91 1.1
Fiscal Year 2008-09 64,677,505.44 64,211,622.17 465,883.27 0.7
Encinitas Union School District
Fiscal Year 2012-13 $35,092,431.77 $ 34,096,873.49 $ 995,558.28 2.8%
Fiscal Year 2011-12 34,583,608.37 34,060,956.75 522,651.62 1.5
Fiscal Year 2010-11 33,884,596.90 33,456,838.77 427,758.13 1.3
Fiscal Year 2009-10 33,895,288.14 33,522,879.93 372,408.21 1.1
Fiscal Year 2008-09 33,961,935.98 33,779,683.28 182,252.70 0.5
Fallbrook Union High School District
Fiscal Year 2012-13 $12,376,919.09 $12,144,580.51 $ 232,338.58 1.9%
Fiscal Year 2011-12 13,078,528.17 12,942,856.72 135,671.45 1.0
Fiscal Year 2010-11 13,041,222.67 12,926,934.96 114,287.71 0.9
Fiscal Year 2009-10 12,988,036.54 12,888,616.54 99,420.00 0.8
Fiscal Year 2008-09 13,009,747.95 12,962,363.01 47,384.94 0.4
Grossmont Union High School District
Fiscal Year 2012-13 $ 80,529,491.58 $ 78,262,118.80 $2,267,372.78 2.8%
Fiscal Year 2011-12 80,330,647.65 79,125,443.56 1,205,204.09 1.5
Fiscal Year 2010-11 79,806,289.83 78,805,860.77 1,000,429.06 1.3
Fiscal Year 2009-10 80,929,986.35 79,929,286.48 1,000,699.87 1.2
Fiscal Year 2008-09 85,624,331.55 85,033,517.07 590,814.48 0.7
La Mesa - Spring Valley School District
Fiscal Year 2012-13 $23,584,940.48 $22,920,509.10 $ 664,431.38 2.8%
Fiscal Year 2011-12 23,400,177.99 23,048,959.01 351,218.98 1.5
Fiscal Year 2010-11 23,222,904.73 22,931,669.20 291,235.53 1.3
Fiscal Year 2009-10 23,545,781.15 23,288,699.70 257,081.45 1.1
Fiscal Year 2008-09 24,926,910.53 24,793,853.44 133,057.09 0.5

(Continued on next page.)
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(Continued from prior page.)

Delinquent
Tax Amount
as Percentage

Total Tax Total Tax Amount Delinquent Tax of Total Tax
District; Fiscal Year Amount” Collected Amount? Amount
National School District
Fiscal Year 2012-13 $ 4,837,239.15 $ 4,702,398.87 $ 134,840.28 2.8%
Fiscal Year 2011-12 4,640,368.27 4,571,523.68 68,844.59 1.5
Fiscal Year 2010-11 4,627,050.29 4,459,296.85 167,753.44 3.6
Fiscal Year 2009-10 4,550,043.20 4,500,975.21 49,067.99 1.1
Fiscal Year 2008-09 4,654,255.14 4,629,700.09 24,555.05 0.5
Ramona Unified School District
Fiscal Year 2012-13 $17,431,077.20 $16,939,730.99 $ 491,346.21 2.8%
Fiscal Year 2011-12 17,597,876.96 17,333,497.70 264,379.26 1.5
Fiscal Year 2010-11 17,508,348.54 16,552,238.66 956,109.88 5.5
Fiscal Year 2009-10 17,803,429.02 17,608,850.20 194,578.82 1.1
Fiscal Year 2008-09 19,010,946.98 18,909,365.23 101,581.75 0.5
San Dieguito Union High School District
Fiscal Year 2012-13 $ 81,125,109.60 $ 78,820,919.96 $2,304,189.64 2.8%
Fiscal Year 2011-12 80,868,046.46 79,644,284.06 1,223,762.40 1.5
Fiscal Year 2010-11 80,119,083.15 79,105,196.45 1,013,886.70 1.3
Fiscal Year 2009-10 81,004,699.18 80,113,330.55 891,368.63 1.1
Fiscal Year 2008-09 80,039,779.33 79,609,649.14 430,130.19 0.5

Source: San Diego County Office of Education.

" Total Tax Amount includes local secured and unsecured state unitary 1% tax, debt service tax and special assessments.

@ For informational purposes only. The County implemented the alternative method of apportionment commonly referred as
the Teeter Plan in Fiscal Year 1993-94, pursuant to which the County advances to various taxing entities cash in an amount
equal to the current year’s delinquent property taxes and receives, in exchange, all penalty and interest revenues on such
delinquent amounts. Delinquent Tax Amount represents the dollar value of tax due for delinquencies in the year shown that
had not been collected as of June 30 of that year.
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Largest Taxpayers. The following table sets forth the principal secured taxpayers in each District

based on such District’s 2012-13 assessed value.

PRINCIPAL SECURED TAXPAYERS
Fiscal Year 2012-13

Percentage of

2012-13 Total Assessed

Taxpayer Nature of Business Assessed Value Value
Cardiff School District
1. Belmont Village Tenant LLC Assisted Living Facilities $106,572,134 4.84%
2. Collwood Pines Apartments LP Apartments 54,963,312 2.49
3. K&K Lumber Co. Shopping Center 24,935,289 1.13
4. Cardiff Town Center LLC Shopping Center 10,745,040 0.49
5. U.S. Bank National Association Bank 3,103,594 0.14
Carlsbad Unified School District
1. Aviara Resort Associates SPE LLC Hotel & Resort $150,408,827 0.96%
2. Cabrillo Power I, LLC Electric Utility 147,600,000 0.94
3. LC Investment 2010 Inc. Hotel & Resort 135,612,135 0.86
4. Legoland California LLC Theme Park 125,802,730 0.80
5. O C/S D Holdings LLC Apartments 121,088,079 0.77
Encinitas Union School District
1. T-C Forum at Carlsbad LLC Shopping Center $274,517,071 1.98%
2. Continue Life Communities LLC Assisted Living Facilities 234,163,899 1.69
3. TRC Encinitas Village LLC Shopping Center 139,309,192 1.01
4. SSL Landlord LLC Assisted Living Facilities 87,154,305 0.63
5. Scripps Health Healthcare 86,936,346 0.63
Fallbrook Union High School District
1. Orange Grove Energy LP Electric Utility $ 73,200,000 0.99%
2. De Luz Housing LLC Housing 53,384,180 0.72
3. City of Riverside Government 51,581,418 0.70
4. Spa Heavens LP Hotel & Resort 29,601,593 0.40
5. National Quarries Enterprises LLC Manufacturer 24,670,001 0.33
Grossmont Union High School District
1. Essex JMS Acquisition LP Apartments $218,963,336 0.61%
2. Parkway Plaza LP Shopping Center 206,240,293 0.57
3. Avalon II California Value IV Apartments 194,621,673 0.54
4. Grossmont Hospital Corp Hospital 163,924,233 0.45
5. San Diego Family Housing LLC Apartments 143,403,840 0.40
La Mesa - Spring Valley School District
1. Essex JMS Acquisition LP Apartments $185,971,105 1.83%
2. Grossmont Hospital Corp Hospital 163,924,233 1.61
3. Fairfield Grossmont Trolley LLC Apartments 120,736,894 1.19
4. Rainbow Investment Co. Shopping Center 94,160,142 0.93
5. Baltimore Owner LLC Apartments 54,660,924 0.54

(Continued on next page.)
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(Continued from prior page.)

Percentage of

2012-13 Total Assessed

Taxpayer Nature of Business Assessed Value Value
National School District
1. Pasha Automotice Services Automotive $210,437,832 7.73%
2. PVHRLLC Health Care 58,630,445 2.15
3. Wal-Mart Real Estate Business Retailer 34,076,949 1.25
4. Costco Wholesale Corporation Retailer 33,405,585 1.23
5. MPT of Paradise Valley Real Estate 30,005,211 1.10
Ramona Unified School District
1. Cox Com Inc. Communiciations $ 28,718,135 0.81%
2. Prebys Conrad Trust 12-17-82 Apartments 22,249,834 0.62
3. Ramona Terrace Community LLC Mobile Home Park 16,457,274 0.46
4. Troy CMBS Property LLC Shopping Center 7,852,072 0.22
5. Stater Bros Markets Supermarket 7,798,606 0.22
San Dieguito Union High School District
1. Kilroy Realty LP Office Building $374,362,715 0.79%
2. T-C Forum at Carlsbad LLC Shopping Center 274,517,071 0.58
3. Irvine Co LLC Apartments 267,148,852 0.56
4. Continuing Life Communities LLC Assisted Living Facilities 252,891,417 0.53
5. SBTC Holdings LLC Shopping Center 241,808,826 0.51

Source: San Diego County Office of Education unless otherwise noted.

Financial Statements

The Districts’ financial statements are prepared on a modified accrual basis of accounting in
accordance with generally accepted accounting principles as set forth by the National Council on

Governmental Accounting.

Funds and Accounting Groups used by the Districts are categorized as follows:

Government Funds
General Funds

Special Revenue Funds
Debt Service Funds
Proprietary Funds
Internal Service Funds
Enterprise Funds

Fiduciary Funds

Trust and Agency Funds

Accounting Groups

General Long-Term Debt Amount

The General Fund of each District, as shown in Appendices B and C, is a combined fund
comprised of moneys which are unrestricted and available to finance the legally authorized activities of
each District not otherwise financed by restricted funds and moneys which are restricted to specific types
of programs or purposes. General Fund revenues shown therein are derived from such sources as taxes,
aid from other government agencies, charges for current services and other revenue.

The summaries of the financial statements included herein were prepared by the Districts using
information from the Annual Financial Reports which are prepared by the directors of accounting for the
Districts and audited by independent certified public accountants each year. Certain information, such as
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the General Fund Cash Flow Analyses and projected Fiscal Year 2013-14 budgets, was developed by
each District’s staff for use in this Official Statement. The projected budgets and estimates and timing of
receipts and disbursements in such Cash Flow Analyses are based on certain assumptions and should not
be construed as statements of fact. The Districts’ audited financial statements for the fiscal year ended
June 30, 2012 are available from each District upon request to the respective District, and are summarized
in this Appendix B under “Summary of Financial Information”.

The summary general fund statements included in this Appendix B for the Districts do not
purport to be complete and present only extracts from each respective District’s financial statements.

Budgets of Districts

The Fiscal Year for all California school districts begins on the first day of July of each year and
ends on the 30th day of June of the following year. On or before July 1 of each year, the governing board
of each school district, including the Districts, is required to file an adopted budget with the County
Superintendent of Schools. On or before August 15 of each year, the County Superintendent of Schools
is required to examine and approve, conditionally approve or disapprove the adopted budget for each
school district. If an adopted budget is disapproved, then on or before September 8 of such year, such
school district and the County Superintendent of Schools must make certain revisions to the budget, adopt
the revised budget, and file the revised budget with the County Superintendent of Schools.

If the revised budget of a school district is disapproved, the County Superintendent of Schools is
empowered by law to oversee the management of such school district for that Fiscal Year, with the
authority to monitor and review the operation of such district, to develop and adopt a fiscal plan and
budget for such district, and to stay and rescind actions that are inconsistent with that budget.

The County school service fund (the “Service Fund”) of the County Office of Education is
employed by the County Superintendent of Schools to pay such charges against the Service Fund as are
permitted by the California Education Code, including expenses of the County Superintendent of Schools
and the County Board of Education. The County Superintendent of Schools must submit to the State
Superintendent of Public Instruction (1) a tentative budget, on or before June 30 of each year, and (2) a
final budget, on or before September 8 of each year (collectively, the “Service Fund Budget”), which
outlines anticipated revenues to and expenditures from the Service Fund for the succeeding Fiscal Year,
including the anticipated revenues and expenditures of the County Office of Education of the County
Superintendent of Schools. The Service Fund Budget is subject to review and approval by the County
Board of Education. The County Board of Education must hold a public hearing on the proposed Service
Fund Budget and, following such public hearing, the final Service Fund Budget must be adopted by the
Board of Education before being filed with the Superintendent of Public Instruction. The final Service
Fund Budget is subject to review and approval by the Superintendent of Public Instruction.

The California State Department of Education imposes a uniform budgeting format for each
school district in the State. The Districts are required by provisions of the California Education Code to
maintain a balanced budget each year, where the sum of expenditures plus the ending fund balance cannot
exceed the revenues plus the carry-over fund balance from the previous year. See “ - Recent State
Budgets - Potential Impact of the 2013-14 Proposed State Budget and May Revision to the 2013-14
Proposed State Budget on the Districts” herein.

Fiscal Status Reports and Interim Certifications

The Education Code of the State of California (Section 42133 et seq.) requires each school
district to report and certify two times during the Fiscal Year whether it is able to meet its financial
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obligations for the remainder of such Fiscal Year and, based on current forecasts, for the subsequent two
Fiscal Years. The first report covers the period ending October 31 and the second report covers the
period ending January 31. Such certifications are based on the governing board’s assessment based on
standards and criteria for fiscal stability adopted by the State Board of Education and the State
Superintendent of Public Instruction. Each certification is required to be classified as positive, qualified,
or negative on the basis of a review of the respective report against such criteria, but may include
additional financial information known by the governing board to exist at the time of each certification.
Such certifications are to be filed with the County Superintendent of Schools within 45 days after the
close of the period being reported and, in the event of a negative or qualified certification, to the State
Controller and the State Superintendent of Public Instruction. The County Superintendent of Schools
must review each report and must approve or revise the certification if necessary. A negative certification
is to be assigned to any school district that likely will be unable to meet its financial obligations for the
remainder of the Fiscal Year or for which existing expenditure practices jeopardize the ability of the
district to meet its multi-year financial commitments. A qualified certification is to be assigned to any
school district that may not meet its obligations for the current Fiscal Year or two subsequent Fiscal
Years. Any school district that has a qualified or negative certification in any Fiscal Year may not issue,
in that Fiscal Year or in the next fiscal succeeding year, certificates of participation, tax anticipation
notes, revenue bonds or any other debt instruments that do not require the approval of the voters of the
district, unless the County Superintendent of Schools determines that the district’s repayment of
indebtedness is probable.

Alpine Union School District, Carlsbad Unified School District, Ramona Unified School District
filed a qualified certification in connection with their respective Fiscal Year 2012-13 first interim
financial report. In addition, Alpine Union School District, Carlsbad Unified School District and Ramona
Unified School District each filed a qualified certification in connection with its respective Fiscal Year
2012-13 second interim financial report. However, each such District expects to be able to meet its debt
obligations in the current and next succeeding two fiscal years based upon budget revisions to be made in
connection with future submissions of its financial reports. Except for the aforementioned Districts, each
of the Districts have filed positive certifications with the County Superintendent of Schools for each
Fiscal Year 2012-13 reporting period for which a certificate has been filed and the County Superintendent
of Schools has not made any qualified or negative determination with respect to any such certifications.

Copies of the reports and certifications of each of the Districts may be obtained upon request
from the San Diego County Office of Education, Executive Director, District Financial Services, 6401
Linda Vista Road, San Diego, California 92111, telephone: 858-292-3537.

Insurance

Each District maintains insurance or self-insurance in such amounts and with such retentions and
other terms providing coverage for property damage, fire and theft, general public liability and worker’s
compensation with respect to its respective facilities, personnel and operations, as are adequate,
customary and comparable with such insurance maintained by similarly situated school districts. In
addition, based upon prior claims experience, each District believes that the recorded liabilities for its
self-insured claims are adequate.

Retirement
Each of the Districts participates in retirement plans with the California State Teachers’

Retirement System (“CalSTRS”), which covers all full-time certificated District employees, and the
California Public Employees’ Retirement System (“CalPERS”), which covers certain classified
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employees. Classified school personnel who are employed four or more hours per day may participate in
CalPERS.

CalSTRS. Historically, the Districts’ contributions to CalSTRS have been made based on a fixed
percentage of the payroll of covered employees. The State has paid all amounts owing to CalSTRS in any
year that is in addition to the fixed contribution rate. As such, the Districts have not historically been
responsible for any unfunded liability, and the Districts’ contribution rate has not fluctuated from year to
year. Active CalSTRS plan members are required to contribute 8% of creditable compensation, and the
Districts are required to contribute at an actuarially determined rate, which was 8.25% of creditable
compensation for Fiscal Year 2012-13. The Districts have not received notice from CalSTRS of any
change to the rates currently in effect or of any proposed changes in State law with respect to contribution
rates. The actuarial methods and assumptions used for determining the contribution rates are those
adopted by the CalSTRS retirement board. The contribution requirements of the plan members are
established by State statute.

The unfunded actuarial accrued liabilities and funded status of the CalSTRS pension fund as of
June 30 of Fiscal Years June 30, 2008 through June 30, 2012 are set forth in the following table. The
individual funding progress for the Districts are not provided in the actuarial report from CalSTRS.

Actuarial Value of California State Teachers’ Retirement Fund Defined Benefit Program
Valuation Dates June 30, 2008 through June 30, 2012

($ in billions)

Valuation Actuarial

Date Accrued Value of Unfunded Funded Ratio Funded Ratio
(June 30) Liability Assets? Liability (Actuarial Value) (Fair Market Value)

2008 $177.734 $155.215 $22.519 87.0% 85.0%

2009 185.683 145.142 40.541 78.0 58.0

2010 196.315 140.291 56.024 71.5 59.7

2011 208.405 143.930 64.475 69.1 67.2

2012 215.189 144.232 70.957 67.0 62.7

) Actuarial Value of Assets does are not include amounts allocable to the CalSTRS Supplemental Benefits Maintenance

Account.

Sources: California State Teachers’ Retirement System Defined Benefit Program Actuarial Valuations as of June 30, 2006
through June 30, 2012.

The actuarial assumptions set forth in the California State Teachers’ Retirement System Defined
Benefit Program Actuarial Valuation as of June 30, 2012 (the “2012 CalSTRS Actuarial Valuation”) use
the “Entry Age Normal Cost Method” and, among other things, an assumed 7.50% investment rate of
return, 4.50% interest on accounts, projected 3.00% inflation rate and demographic assumptions relating
to mortality rates, length of service, rates of disability, rates of withdrawal, probability of refund, and
merit salary increases. The actuarial assumptions and methods used in the 2012 CalSTRS Actuarial
Valuation were based on the Experience Analysis July 1, 2006 — June 30, 2010 adopted by the Teacher’s
Retirement Board in February 2012 (the “CalSTRS Experience Analysis”). The amounts of CalSTRS’
unfunded liability will vary from time to time depending upon actuarial assumptions, and actual rates of
return on investment, salary scales and levels of contribution.

The CalSTRS Experience Analysis projects that bringing CalSTRS to full funding would require
a payroll contribution of 16.23% of projected expenditures. However, the 2011 CalSTRS Actuarial
Valuation projected that full funding would require an increase in employer rates to 13% of projected
expenditures. The 2011 CalSTRS Actuarial Valuation projects that, absent any changes in contribution
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rates or liabilities, the fund will deplete its assets in approximately 30 years. Benefit provisions are
established by State legislation in accordance with the State Teachers’ Retirement Law. Employees and
the Districts contribute 8.00% and 8.25%, respectively, of gross salary expenditures to CalSTRS. The
Districts have not received any notice from CalSTRS of any plans CalSTRS has to change the rates
currently in effect or of any proposed changes in the State law with respect to the contribution rates.

The market value of the CalSTRS pension fund as of June 30, 2011 and June 30, 2012 was
$147.1 billion and $143.1 billion, respectively. CalSTRS produces a comprehensive annual financial
report which includes financial statements and required supplementary information. Copies of the
CalSTRS’ comprehensive annual financial report may be obtained from CalSTRS, P.O. Box 15275,
Sacramento, California 95851. The information presented in these reports is not incorporated by reference
in this Official Statement.

In February 2012, the CalSTRS staff members presented a draft report (the “2013 CalSTRS
Funding Report”) to the Teachers’ Retirement Board with respect to the unfunded liability of CalSTRS
defined benefit program (the “Defined Benefit Program”). The 2013 CalSTRS Funding Report indicated
that the liabilities of the Defined Benefit Program exceed its assets by approximately $64 billion as of
June 30, 2011. In addition, the 2013 CalSTRS Funding Report projected that, absent corrective action,
based on current economic and demographic assumptions, the Defined Benefit Program would deplete its
assets by 2046. Due to the adoption of the PEPRA (defined herein), the 2013 CalSTRS Funding Report
acknowledges that there would be a slight improvement in the funded status of the Defined Benefit
Program. However, the 2013 CalSTRS Funding Report cautions that PEPRA may only delay the
depletion of assets until 2047. See “ California Public Employees’ Pension Reform Act of 2012 herein.
The 2013 CalSTRS Funding Report notes that the State, as the sponsor of the Defined Benefit Program,
has a legal obligation to ensure that benefits continue to be paid notwithstanding the depletion of assets.

In order to improve the funded status of the Defined Benefit Program, the 2013 CalSTRS
Funding Report proposes that the State Legislature increase investment returns by increasing the risk of
the investment portfolio reduce benefits offered to plan members, and increasing contributions. In
addition, the 2013 CalSTRS Funding Report states that the State Legislature must decide the financial
objective that the State Legislature and Governor wish to achieve with respect to the Defined Benefit
Program and consider having sufficient funds on hand to generate assets to pay liabilities, establish a
funding target, increase contributions to avoid full depletion of assets, increase contributions to delay the
full depletion of assets. Further, the 2013 CalSTRS Funding Report recommends the State Legislature
determined the period of time in which the expect to achieve the funding objective, determine when
contribution rate increases begin, establish the speed of contribution rate increases.

In addition, beginning in fiscal year 2013-14, CalSTRS will implement Governmental
Accounting Standards Board (“GASB”) Statement No. 67, Financial Reporting for Pension Plans
(“GASB 677), which applies to the financial reports of most pension plans such as the those of CalSTRS.
The corresponding statement, GASB Statement No. 68, Accounting and Financial Reporting for Pensions
(“GASB 68”), applies to governmental entities such as the Districts and is effective beginning in fiscal
year 2014-15. CalSTRS has stated that GASB 67 and GASB 68 will replace the current unfunded
liability with a new, substantially larger net pension obligation, which is calculated differently from the
unfunded liability and the net pension obligation might be allocated to school districts based on their
estimated portion of contributions and/or the State of California, and either or both would be required to
report the obligation as a liability in their financial statements. CalSTRS also stated that this liability
might overshadow all other liabilities on school district balance sheets and could result in a negative fund
balance.
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CalPERS. All qualifying classified employees of K through 12 school districts and community
college districts in the State are members in CalPERS, and all of such districts participate in the same
plan. As such, all such districts share the same contribution rate in each year. However, unlike school
districts’ participation in CalSTRS, the school districts’ contributions to CalPERS fluctuate each year and
include a normal cost component and a component equal to an amortized amount of the unfunded
liability.

Benefit provisions are established by State legislation in accordance with the Public Employees’
Retirement Law. The Districts’ respective contributions to CalPERS are capped at 13.02% of gross salary
expenditures. If a District’s contribution rate to CalPERS is less than 13.02% of gross salary expenditures
for a given year, the State will reduce such District’s revenue limit for that year by the amount of the
difference between such District’s contribution calculated based on a contribution rate of 13.02% of gross
salary expenditures and the District’s actual contribution. Moreover, if the required contribution rate is
greater than 13.02% for a given year, then the State will provide revenue limit allocations to such District
for that year by the amount of the difference between the District’s actual contribution to CalPERS and
the District’s contribution calculated based on a contribution rate of 13.02% of gross salary expenditures.
The Districts are unable to predict what the amount of State pension liabilities will be in the future, or the
amount of the contributions which the Districts may be required to make to CalPERS. Accordingly, there
can be no assurances that the District’s required contributions to CalPERS will not significantly increase
in the future above current levels.

Active plan members are required to contribute 7% (miscellaneous) or 9% (safety) of their
monthly salary and each District is required to contribute based on an actuarially determined rate. The
actuarial methods and assumptions used for determining the rates are based on those adopted by Board of
Administration of CalPERS. The required employer contribution rates for the Fiscal Year 2012-13 are
11.417% for miscellaneous members and 33.233% for safety members.

CalPERS is operated on a Statewide basis and, based on publicly available information, has
unfunded liabilities. The amounts of the pension/award benefit obligation or unfunded actuarially accrued
liability will vary from time to time depending upon actuarial assumptions, and actual rates of return on
investments, salary scales, and levels of contribution.

Unlike typical defined benefit programs such as those administered by CalPERS, neither the
CalPERS employer nor the State contribution rate varies annually to make up funding shortfalls or assess
credits for actuarial surpluses. The State does pay a surcharge when the teacher and school district
contributions are not sufficient to fully fund the basic defined benefit pension (generally consisting of 2%
of salary for each year of service at age 60 referred to as “pre-enhancement benefits”) within a 30-year
period. However, this surcharge does not apply to the system-wide unfunded liability resulting from
recent benefit enhancements. As indicated above, there is presently no required contribution from
teachers, school districts or the State to fund this unfunded liability. Historically, the school district
employer contribution rate has remained at 8.25%. However, the Districts are unable to predict what the
amount of liabilities will be in the future or the amount of contributions which the Districts may be
required to make.

The unfunded actuarial accrued liabilities and funded status of CalPERS as of June 30 of Fiscal
Years June 30, 2007 through June 30, 2011 are set forth in the following table.
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Actuarial Value of Schools Portion of CalPERS
Historical Funding Status
Valuation Dates June 30, 2007 through June 30, 2011
($ in millions)

Unfunded

Valuation Actuarial Market Value Liabilities/ Projected Unfunded/
Date Accrued of Assets Funded (Surplus) Payroll for (Surplus) as a

(June 30) Liabilities (MVA) Status (MVA) (MVA) Contribution % of Payroll
2007 44,810.07 48,292.93 107.8 (3,482.86) 10,249.83 (34.00)
2008 48,537.68 45,547.90 93.8 2,989.78 11,137.70 26.80
2009 52,493.08 34,146.45 65.0 18,346.63 11,109.76 165.10
2010 55,306.96 38,435.17 69.5 16,871.79 11,283.40 149.50
2011 58,358.41 45,900.99 78.7 12,457.42 10,540.43 118.2

Sources: CalPERS State & Schools Actuarial Valuations as of June 30, 2007 through June 30, 2011.

In December 2009, the CalPERS Board of Administration adopted changes to the asset
smoothing method in order to phase in over a three year period the impact of the negative 24% investment
loss experienced by CalPERS in Fiscal Year 2008-09. Under the new methodology, which is not
mandatory for employers, investment gains and losses will be tracked and the net unamortized gain or
loss will be amortized and paid off over a fixed and declining 30-year period instead of the current,
rolling 30-year amortization period, with the exception of gains and losses in Fiscal Years 2008-09,
2009-10, and 2010-11. For Fiscal Years 2008-09, 2009-10, and 2010-11, such fiscal year’s gains or losses
will be isolated and amortized over fixed and declining 30-year periods. In addition, CalPERS has
adopted a policy such that if a plan’s accrued liability exceeds the actuarial value of assets, the annual
contribution with respect to the total unfunded liability of such plan may not be less than the amount
produced by a 30-year amortization of the unfunded liability. Further, all CalPERS plans will be subject
to a minimum employer contribution rate equal to the employer normal cost plus a 30-year amortization
of surplus, if any.

The actuarial funding method used in the CalPERS State & Schools Actuarial Valuation as of
June 30, 2011 is the “Individual Entry Age Normal Cost Method”. The CalPERS State & Schools
Actuarial Valuation as of June 30, 2011 assumes, among other things, a 7.50% investment rate of return
(net of administrative expenses), projected 2.75% inflation and projected 2.00% or 3.00% post-retirement
benefit increases, and projected payroll growth of 3.00%. In March 2012, the CalPERS Board of
Administration voted to reduce the actuarial assumed rate of return/discount rate to 7.50% from 7.75%. In
connection therewith, State and schools employer contributions will increase by 1.2% to 1.6% for
Miscellaneous plans and will increase by 2.2% to 2.4% for Safety plans beginning Fiscal Year 2012-13.
CalPERS estimates that these modifications will increase expenditures by participating school districts.
The Districts are evaluating the impact of the aforementioned rate increase upon its finances. The
Districts have paid all required contributions in prior fiscal years and expects to continue to do so.

The market value of the CalPERS pension fund as of June 30, 2010 and June 30, 2011 was
$201.6 billion and $241.7 billion, respectively. CalPERS issues a comprehensive annual financial report
and actuarial valuations that include financial statements and required supplementary information.
Copies of the CalPERS CAFR and actuarial valuations may be obtained from the CalPERS Financial
Services Division, P.O. Box 942703, Sacramento, California 94229-2703. The information set forth
therein is not incorporated by reference in this Official Statement.
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Supplemental Retirement Programs. Certain Districts participate in supplemental retirement
programs for employees not currently covered by CalSTRS or CalPERS. Alpine Union School District
provides certain health coverage to employees up to age 65, provided they have worked in such District at
least 10 years and is at least 55 years of age at retirement. Cardiff School District provides certain health
benefits for employees up to age 65, subject to a five-year limitation and certain other conditions.
Carlsbad Unified School District and Fallbrook Union High School District provide a pre-tax retirement
program known as the “3121 Plan/Social Security Alternative” through the Fringe Benefits Consortium
(the “FBC”) to permanent part-time employees and temporary or substitute workers. National School
District offers benefits through Public Agency Retirement Services (“PARS”) to employees who are not
members of CalSTRS or CalPERS. See table entitled “Long-Term Outstanding Obligations™ for liability
relating to any early retirement incentive program.

Post-Retirement Health Care. In addition to employee health care costs, many of the Districts
provide post-employment health care benefits in accordance with collective bargaining agreements.
Some of these arrangements place limits on these benefits, such as an aggregate limit on the respective
District’s costs or a termination of the health care benefits upon the retiree reaching age 65. Most
Districts providing post-employment health care benefits do so on a pay-as-you-go basis, paying an
amount in each Fiscal Year equal to the benefits distributed or disbursed in that Fiscal Year.

On June 21, 2004, the Governmental Accounting Standards Board (“GASB”) released its
Governmental Accounting Standards Board Statement No. 45 (“Statement No. 45), Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. Statement No. 45
establishes standards for measuring, recognizing and disclosing post-employment healthcare as well as
other forms of post-employment benefits, such as life insurance, when provided separately from a pension
plan expense or expenditures and related liabilities in the financial reports of state and local governments
(such other post-employment benefits are referred to herein as “OPEB”). Under Statement No. 45,
governments will be required to: (i) measure the cost of benefits, and recognize other post-employment
benefits expense, on the accrual basis of accounting in periods that approximate employees’ years of
service; (il) provide information about the actuarial liabilities for promised benefits associated with past
services and whether, or to what extent, those benefits have been funded; and (iii) provide information
useful in assessing potential demands on the employer’s future cash flows. The Districts’ post-
employment health benefits fall under Statement No. 45.

The core requirement of Statement No. 45 is that at least biennially an actuarial analysis must be
prepared with respect to projected benefits (“Plan Liabilities™); against this would be measured the
actuarially determined value of the related assets (the “Plan Assets”). To the extent that Plan Liabilities
exceeded Plan Assets, then similar to the actuarial and accounting practices for pension plan liabilities,
the difference would be amortized over a period which could be up to 30 years. The method of financial
reporting for OPEB costs would be similar to financial reporting for pension plan normal costs and
unfunded actuarial accrued liability. The requirements that Statement No. 45 impose on the Districts only
affect the Districts’ financial statements and would not impose any requirements regarding the funding of
any OPEB plans.

The Districts that provide post-employment health care benefits have determined their accrued
actuarial liability for OPEB, which represents the costs and obligations incurred as a consequence of
receiving services of current employees and retirees, for which benefits are owed in exchange. The
following table sets forth each District’s accrued actuarial liability for OPEB and the unfunded portion
thereof.
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OTHER POST-EMPLOYMENT BENEFITS LIABILITY

As of Date Accrued Unfunded Accrued

District of Valuation Actuarial Liability  Actuarial Liability
Cardiff School District July 1, 2009 $ 401,395 $ 401,395
Carlsbad Unified School District July 1, 2012 22,467,207 22,467,207
Encinitas Union School District July 1, 2011 7,894,113 7,894,113
Fallbrook Union High School District July 1, 2012 6,223,012 6,223,012
Grossmont Union High School District July 1, 2010 41,682,691 41,682,691
La Mesa - Spring Valley School District July 1, 2011 23,972,309 23,972,309
National School District January 1, 2012 9,554,413 9,554,413
Ramona Unified School District Not Applicable Not Applicable Not Applicable
San Dieguito Union High School District July 1, 2011 15,210,567 15,210,567

Source: The Districts, respectively.
Temporary Transfers and Use of One-Time Revenues

Temporary Transfer. Certain School Districts have received temporary transfers of funds from
the Treasurer-Tax Collector of the County (each, a “Temporary Transfer” and collectively, the
“Temporary Transfers”; such transfer is also referred to as a Treasurer’s Loan from time to time) for
Fiscal Year 2012-13. A Temporary Transfer must be repaid from the Treasury Pool participant’s first
revenues received thereafter before any other obligation and thus, in the case of the aforementioned
Districts, would have a priority over such Districts’ general fund debt obligations. Each District may
require the County to provide such District with a Temporary Transfer even after the Note Participations
are issued, to the extent that there are revenues available therefor. See APPENDIX A — “COUNTY OF
SAN DIEGO FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION — County Financial
Information — Temporary Transfers” for a description of Temporary Transfers.

The following table sets forth the Temporary Transfers currently outstanding and the Temporary
Transfers projected to be outstanding as of June 30, 2013, which will be repaid from proceeds of the
respective School District’s Note Participations.

TEMPORARY TRANSFERS
Outstanding as of Outstanding as
District May 24, 2013 June 30, 2013
La Mesa - Spring Valley School District $12,125,751 $10,128,648
National School District 4,309,317 4,009,154
Ramona Unified School District 2,221,288 2,039,977

Source: San Diego County Office of Education.
() Projected. All Temporary Transfers outstanding as of June 30, 2013 will be repaid with proceeds of the respective
School District’s Note Participations.

Use of One-Time Revenues. Certain Districts have used in Fiscal Year 2012-13 and/or will use
in Fiscal Year 2013-14 one-time revenues on on-going expenditures. Carlsbad Unified School District
has used general fund excess reserve amounts to mitigate cuts in Fiscal Years 2011-12 and 2012-13, and
may use certain one-time revenues in Fiscal Year 2013-14. Fallbrook Union High School District plans
to use unrestricted general fund amounts to fund deficits in Fiscal Year 2013-14. Ramona Unified School
District and Grossmont Union High School District each expect to use available fund balances to fund
expenditures in Fiscal Years 2012-13 and 2013-14.
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Continuing Disclosure

Pursuant to the respective Trust Agreements, the Districts have agreed to give, or cause to be
given, to the Municipal Securities Rulemaking Board, notice of the occurrence of certain listed events in
accordance with Rule 15¢2-12(b)(5) (the “Rule”) promulgated by the Securities and Exchange
Commission. See “Continuing Disclosure” in the forepart of this Official Statement. Except as set forth
below, the School Districts have complied with its undertakings pursuant to the Rule.

Cardiff School District had not filed annual reports, including audited financial statements, for
Fiscal Years 2003-04 through 2007-08 in accordance with the continuing disclosure certificate executed
in connection with general obligation bonds issued in 2000. Each required annual report and audited
financial statement was subsequently filed.

Carlsbad Unified School District had not filed, prior to 2009, an event notice in connection with
the downgrade of one issue of insured general obligation bonds. Such notice was subsequently filed.

Encinitas Union School District had not filed, prior to 2010, an event notice in connection with
downgrades of insured general obligation bonds issued in 1996. Such notice was subsequently filed.

Fallbrook Union High School District had not filed, prior to 2010, an event notice in connection
with downgrades of one series of insured general obligation bonds issued in 1998. In 2011, 2012 and
2013, the District did not timely file its annual report, including audited financial statement, for Fiscal
Years 2009-10 through 2011-12. The District subsequently filed its annual reports and audited financial
statements for Fiscal Years 2009-10 through 2011-12 through the Municipal Securities Rulemaking
Board’s Electronic Municipal Market Access system.

Grossmont Union High School District had not filed, prior to 2010, an event notice in connection
with downgrades of three series of insured general obligation bonds issued in 2004, 2006 and 2008,
respectively, and the upgrade of one series of general obligation bonds issued 2009. In addition, the
District did not timely file its annual report, including audited financial statement, for Fiscal Year 2010-
11. Such annual report, audited financial statement and notices were subsequently filed.

La Mesa-Spring Valley School District had not filed, prior to 2009, event notices in connection
with downgrades of certain of its insured general obligation bonds. In addition, the District did not timely
file annual reports, including audited financial statements, for Fiscal Years 2004-05 through 2008-09 and
Fiscal Years 2010-11 through 2011-12 in accordance with the continuing disclosure certificate executed
in connection with general obligation bonds issued in 2005. Each required annual report and audited
financial statement was subsequently filed.

Ramona Unified School District did not timely file its annual reports, including audited financial
statements, for Fiscal Years 2006-07 through 2009-10 and Fiscal Year 2011-12 in accordance with the
continuing disclosure certificate executed in connection with certificates of participation executed and
delivered in 2007. Each required annual report and audited financial statement was subsequently filed.

Litigation
Pending lawsuits and other claims against the Districts are incidental to the ordinary course of

operations of the Districts and are largely covered by the Districts’ self-insurance programs. There are no
claims or lawsuits (with any potential loss exceeding $2,000,000) pending against any of the Districts.
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SUMMARY OF FINANCIAL INFORMATION

The following tables provide a summary of certain financial information of the Districts.

INCOME STATEMENT
Total Revenues
Total Expenditures
Total Other Financing Sources
Net Income
Beginning Fund Balance
Adjustments + Transfers
Ending Fund Balance
BALANCE SHEET
Total Assets
Total Liabilities
Total Fund Equity
Total Liabilities and Fund Equity

INCOME STATEMENT
Total Revenues
Total Expenditures
Total Other Financing Sources
Net Income
Beginning Fund Balance
Adjustments + Transfers
Ending Fund Balance
BALANCE SHEET
Total Assets
Total Liabilities
Total Fund Equity
Total Liabilities and Fund Equity

Cardiff School District

Carlsbad Unified School District

6/30/10 6/30/11 6/30/12 6/30/13 6/30/10 6/30/11 6/30/12 6/30/13
Audited Audited Audited Budgeted Audited Audited Audited Budgeted
7,369,351 7,210,888 7,148,076 7,382,023 84,111,508 80,181,955 74,334,517 80,237,641
6,940,768 6,838,298 6,903,910 7,393,249 83,371,514 84,219,552 80,192,115 79,209,305
(43,865) (60,459) (35,029) 253,477 (2,489,339) 2,372,394 520,508 0
384,718 312,131 209,137 242,251 (1,749,345)  (1,665,203)  (5,337,090) 1,028,336
1,043,856 1,428,575 1,741,813 1,950,950 16,941,630 16,712,892 15,047,690 9,710,600
0 1,107 0 (1,078) 1,520,607 0 0 0
1,428,575 1,741,813 1,950,950 2,192,123 16,712,892 15,047,689 9,710,600 10,738,936
1,640,513 1,948,682 2,079,329 19,418,604 17,100,247 11,553,162
211,938 206,869 128,379 2,705,712 2,052,558 1,842,562
1,428,575 1,741,813 1,950,950 16,712,892 15,047,689 9,710,600
1,640,513 1,948,682 2,079,329 19,418,604 17,100,247 11,553,162
Encinitas Union School District Fallbrook Union High School District
6/30/10 6/30/11 6/30/12 6/30/13 6/30/10 6/30/11 6/30/12 6/30/13
Audited Audited' Audited Budgeted' Audited Audited' Audited Budgeted'
46,982,662 47,987,333 45,904,398 44,687,242 26,758,310 27,526,286 26,991,542 25,737,398
47,919,341 47,815,887 47,463,949 48,707,135 28,178,982 27,330,641 27,085,927 27,955,018
212,099 0 0 1,629,210 368,164 0 0 0
(724,580) 171,446 (1,559,551)  (2,390,683) (1,052,508) 195,645 (94,385)  (2,217,620)
7,862,461 7,137,881 14,562,554 13,003,003 3,790,033 2,737,525 4,743,318 4,648,933
0 7,253,227 0 (5,392,022) 0 1,810,148 0 (215,074)
7,137,881 14,562,554 13,003,003 5,220,298 2,737,525 4,743,318 4,648,933 2,216,239
9,757,632 15,845,368 14,788,909 3,362,302 5,602,979 5,818,967
2,619,751 1,282,814 1,785,906 624,777 859,661 1,170,034
7,137,881 14,562,554 13,003,003 2,737,525 4,743,318 4,648,933
9,757,632 15,845,368 14,788,909 3,362,302 5,602,979 5,818,967

! The District implemented Government Accounting Standard Board Statement No. 54, Fund Balance Reporting and Government Type Definitions ("GASB 54")
during the fiscal year ending June 30, 2011, the effect of which was to reclassify and restate certain other funds as General Fund activities. However, the District's
General Fund budget for the fiscal year ending June 30, 2013 does not reflect the implementation of GASB 54.
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INCOME STATEMENT
Total Revenues
Total Expenditures
Total Other Financing Sources
Net Income
Beginning Fund Balance
Adjustments + Transfers
Ending Fund Balance
BALANCE SHEET
Total Assets
Total Liabilities
Total Fund Equity
Total Liabilities and Fund Equity

INCOME STATEMENT
Total Revenues
Total Expenditures
Total Other Financing Sources
Net Income
Beginning Fund Balance
Adjustments + Transfers
Ending Fund Balance
BALANCE SHEET
Total Assets
Total Liabilities
Total Fund Equity
Total Liabilities and Fund Equity

Grossmont Union High School District

La Mesa-Spring Valley School District

6/30/10 6/30/11 6/30/12 6/30/13 6/30/10 6/30/11 6/30/12 6/30/13
Audited Audited' Audited Budgeted' Audited Audited' Audited Budgeted'
180,710,586 204,052,793 178,580,460 171,551,081 91,686,831 99,369,870 92,078,911 89,475,677
185,844,642 187,622,248 183,701,714 178,214,654 100,054,083 95,320,118 94,329,641 93,761,534
(4,810,716)  (7.971,896)  (2,354,187) 75,000 1,454,371 307,273 800,209 302,781
(9,944,772) 8,458,649 (7,475,441) (6,588,573) (6,912,881) 4,357,025 (1,450,521) (3,983,076)
32,670,775 22,726,003 36,293,749 28,818,308 15,473,039 8,560,158 14,866,531 13,416,010
0 5,109,097 0 (16,650) 0 1,949,348 0 (954,852)
22,726,003 36,293,749 28,818,308 22,213,085 8,560,158 14,866,531 13,416,010 8,478,082
33,805,256 48,874,753 39,706,892 16,536,917 26,773,008 26,248,737
11,079,253 12,581,004 10,888,584 7,976,759 11,906,477 12,832,727
22,726,003 36,293,749 28,818,308 8,560,158 14,866,531 13,416,010
33,805,256 48,874,753 39,706,892 16,536,917 26,773,008 26,248,737
National School District Ramona Unified School District
6/30/10 6/30/11 6/30/12 6/30/13 6/30/10 6/30/11 6/30/12 6/30/13
Audited Audited Audited Budgeted Audited Audited' Audited Budgeted'
46,333,915 48,140,475 48,328,787 46,915,754 55,018,276 50,301,539 47,203,786 45,151,265
46,913,440 47,612,215 48,761,983 51,920,226 53,895,503 50,236,809 50,046,206 48,184,217
(285,000) (285,000) (524,809)  (400,000) (288.412) 7 0 0
(864,525) 243,260 (958,005) (5,404,472) 834,361 64,737 (2,842,420) (3,032,952)
11,623,082 11,399,673 11,642,932 10,684,927 4,927,957 5,762,318 10,590,340 7,747,921
641,116 (1) 0 0 0 4,763,285 1 (1,495,946)
11,399,673 11,642,932 10,684,927 5,280,455 5,762,318 10,590,340 7,747,921 3,219,023
13,185,988 14,305,217 20,049,750 6,729,522 14,207,239 11,736,840
1,786,315 2,662,285 9,364,823 967,204 3,616,899 3,988,919
11,399,673 11,642,932 10,684,927 5762318 10,590,340 7,747,921
13,185,988 14,305,217 20,049,750 6,729,522 14,207,239 11,736,840

! The District implemented Government Accounting Standard Board Statement No. 54, Fund Balance Reporting and Government Type Definitions ("GASB 54")
during the fiscal year ending June 30, 2011, the effect of which was to reclassify and restate certain other funds as General Fund activities. However, the District's
General Fund budget for the fiscal year ending June 30, 2013 does not reflect the implementation of GASB 54.

B-33




San Dieguito Union High School District
6/30/10 6/30/11 6/30/12 6/30/13
Audited Audited' Audited Budgeted'
INCOME STATEMENT
Total Revenues 97,572,145 98,349,308 100,580,593 98,217,497
Total Expenditures 99,753,940 99,866,478 101,826,369 103,953,857
Total Other Financing Sources (13,275) 317,189 (326,531) (109,444)
Net Income (2,195,070)  (1,199,981)  (1,572,307)  (5,845,804)
Beginning Fund Balance 16,719,358 16,527,171 17,737,928 16,165,621
Adjustments + Transfers 2,002,883 2,410,738 0 (2,438,146)
Ending Fund Balance 16,527,171 17,737,928 16,165,621 7,881,671
BALANCE SHEET
Total Assets 20,452,328 20,604,904 18,701,715
Total Liabilities 3,925,157 2,866,976 2,536,094
Total Fund Equity 16,527,171 17,737,928 16,165,621
Total Liabilities and Fund Equity 20,452,328 20,604,904 18,701,715

! The District implemented Government Accounting Standard Board Statement No. 54, Fund Balance Reporting and Government Type Definitions ("GASB 54")
during the fiscal year ending June 30, 2011, the effect of which was to reclassify and restate certain other funds as General Fund activities. However, the District's
General Fund budget for the fiscal year ending June 30, 2013 does not reflect the implementation of GASB 54.
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APPENDIX C

CASH FLOW PROJECTIONS OF THE DISTRICTS

The cash flow projections on the following pages represent the current best estimate of each District
based on information available as of the date of the projections. As a result of the uncertainties associated
with the State budgeting process as described in Appendix B attached hereto, these projections are subject
to change and may vary considerably from actual cash flows experienced by each District.

In addition, the cash flow projections set forth in this Appendix C include the following assumptions:

* State funding levels will be as set forth in May Revision to the Fiscal Year 2013-14 Proposed
State Budget.

* Incremental revenues associated with the implementation of the Local Control Funding Formula
are included in the Fiscal Year 2013-14 cash flow projections. Each District has assumed that
100% of such incremental revenues will be expended in Fiscal Year 2013-14.

* Expenditure reductions which require concessions from a District’s bargaining units are not
included in the projections.

See Appendix B “INFORMATION REGARDING THE DISTRICTS - State and Federal Funding of
Education” attached hereto.
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Cardiff School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Proj) May (Proj) Jun (Proj) Total
rBeginning Cash Balance 1,638,497 1,879,429 1,576,603 1,098,394 745,020 419,620 1,952,349 1,968,983 1,605,442 1,248,736 2,333,299 2,294,373 1,638,497
Receipts
State Aid Apportionment - 600 2,593 802 - 1,945 594 468 274 138 - 147,068 154,482
Property Taxes 2,684 64,888 48,572 62,034 207,445 2,006,739 833,988 88,962 180,979 1,643,630 550,618 74,303 5,764,844
Other Revenue Limit Sources - - - - - - 6,840 - - 5,682 - 9,478 22,000
Federal 5,468 - 2,795 26 - 3,271 112,229 4,128 15,000 - - 89,947 232,865
Other State (185,015) (7,751) 825 143,265 20,212 6,236 34,262 131,698 6,955 56,647 29,711 18,602 255,647
Other Local (515) 58,366 61,895 126,923 38,962 72,013 138,093 34,898 39,465 26,364 - - 596,466
Transfers In 288,506 - - - - - - - - - - - 288,506
Deferrals - Principal Apportionment 7,842 2,566 - - - - - - - - - - 10,408
Deferrals - Other State Revenues 242,143 7,751 - - - - - - - - - - 249,894
Other Prior Year Receivables 53,919 44,006 7,676 17,764 - 34,550 - 7 - - - - 157,987
Temporary Loan Inflows - - - 14,283 - - - 20,000 - - - - 34,283
Other Cash Inflows 24,936 1,518 (1,178) (340) 480 2,720 (3,176) 5,617 531 - - - 31,108
TRANSs Related Receipts 433,202 - - - - - - - - - - - 433,202
Total Receipts 873,171 171,944 123,179 364,758 267,099 2,127,474 1,122,830 285,842 243,205 1,732,461 580,329 339,399 8,231,690
Disbursements
Salaries & Benefits 96,965 417,755 529,984 538,389 505,431 520,574 554,428 520,507 524,553 525,230 536,914 739,759 6,010,489
Commercial Warrant Exp 338,094 93,470 90,077 161,384 89,250 59,780 97,999 70,622 54,133 120,734 79,087 251,714 1,506,344
Transfers Out 75,484 - - - - - - 63,908 26,302 1,933 3,254 20,770 191,651
Prior Year Payables 122,899 (126) 138 (279) (36) 314 (17) (6) 23 - - - 122,911
Other Cash Outflows (1,202) (36,329) (18,811) 18,638 (2,147) (5,923) 8,678 (5,649) (5,102) - - - (47,847)
Temporary Loan Outflows - - - - - 20,000 - - - - - - 20,000
TRANSs Related Disbursements - - - - - - 445,109 - - - - - 445,109
Total Disbursements 632,239 474,771 601,388 718,132 592,499 594,745 1,106,196 649,382 599,910 647,898 619,255 1,012,242 8,248,658
Ending Cash Balance 1,879,429 1,576,603 71,098,394 745,020 419,620 1,952,349 71,968,983 1,605,442 1,248,736 2,333,299 294,373 1,621,530 1,621,530
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Beginning Cash Balance 1,621,530 2,079,210 1,609,219 1,164,521 679,642 360,973 1,856,128 1,700,473 1,373,877 1,077,238 2,160,698 2,166,448 1,621,530
Receipts
State Aid Apportionment - - 36,670 - - - 36,670 - 36,670 - - 36,670 146,680
Property Taxes 4,161 53,069 60,696 70,320 171,616 2,021,899 710,549 86,713 181,650 1,643,630 550,618 209,922 5,764,844
Other Revenue Limit Sources - 108 (44) - - - 4,655 3,522 6,750 8,420 5,543 21,552 50,505
Federal (324) (1,322) (2,735) (23) (576) 27,102 (1,705) 72,971 26,883 (658) (702) 65,842 184,753
Other State (58,292) (8,426) 37,790 37,790 40,441 37,790 64,509 52,137 75,584 87,947 75,153 60,812 503,234
Other Local 28,372 22,645 58,986 69,444 68,321 24,676 70,982 105,843 27,196 27,697 24,596 46,010 574,766
Transfers In - - - - - 124,049 - - - - 15,625 140,326 280,000
Deferrals - Principal Apportionment 74,359 29,420 - - - - - - - - - - 103,779
Deferrals - Other State Revenues 236,465 61,638 - - - - - - - - - - 298,103
Other Prior Year Receivables 56,276 29,557 29,557 46,550 29,557 29,557 - - - - - - 221,053
Temporary Loan Inflows - - - - - - - - - - - - -
Other Cash Inflows - - - - - - - - - - - - -
TRANS Related Receipts 336,920 - - - - - - - - - - - 336,920
Total Receipts 677,937 186,689 220,919 224,081 309,359 2,265,073 885,659 321,185 354,733 1,767,036 670,832 581,134 8,464,636
Disbursements
Salaries & Benefits 124,308 444,040 550,879 559,806 547,572 555,312 556,732 548,583 561,392 557,375 569,452 572,463 6,147,913
Commercial Warrant Exp 71,258 202,436 104,534 149,153 79,210 81,807 94,741 92,631 77,944 114,317 74,970 191,472 1,334,374
Transfers Out 4,282 - - - 1,246 132,800 40,817 6,667 12,036 11,883 20,660 139,684 370,075
Prior Year Payables 20,408 10,204 10,204 - - - - - - - - - 40,816
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows - - - - - - - - - - - - -
TRANSs Related Disbursements - - - - - - 349,025 - - - - - 349,025
Total Disbursements 220,257 656,681 665,617 708,959 628,028 769,918 1,041,315 647,781 651,372 683,575 665,082 903,619 8,242,203
Ending Cash Balance 2,079,210 1,609,219 1,164,521 679,642 360,973 1,856,128 1,700,473 1,373,877 1,077,238 2,160,698 2,166,448 1,843,964 1,843,964
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 01/31/14*
Special Revenue Cafeteria 5,044 6,983 6,983
Special Revenue Deferred Maintanence 232,300 224,935 224,935
Capital Projects Capital Facilities 64,008 10,375 10,375
Total 301,352 242,294 242,294




Encinitas Union School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Proj) May (Proj) Jun (Proj) Total
|Beginning Cash Balance 7,651,487 11,819,732 9,272,120 6,757,847 3,899,734 2,350,592 11,233,240 9,946,763 7,735,110 5,534,009 8,504,171 8,450,527 7,651,487
Receipts
State Aid Apportionment - 10,355 44,719 13,838 - 33,520 10,243 3,829 2,203 1,127 - 1,052,874 1,172,708
Property Taxes 16,502 399,052 303,864 381,501 1,181,614 11,866,307 4,935,135 525,395 1,068,166 9,718,854 3,252,884 435,255 34,084,527
Other Revenue Limit Sources 3,585 5,941 5,696 5,657 5,803 5,849 55,076 5,909 5,651 44,169 - 77,577 220,914
Federal 3,041 98,249 86,944 40,826 1,910 25,438 361,630 2,357 135,131 - - 735,719 1,491,244
Other State (1,228,758) (31,490) 22,236 775,992 222,137 265 210,636 735,547 3,077 262,542 95,973 15,296 1,083,452
Other Local (146,742) 243,864 1,635,512 714,916 649,578 581,949 476,841 288,419 511,534 99,450 - (240,543) 4,814,779
Transfers In - - 594,210 - - - - - - - 527,219 (131,805) 989,624
Deferrals - Principal Apportionment 63,913 11,050 - - - - - - - - - - 74,963
Deferrals - Other State Revenues 1,664,097 31,491 = - B - N = - - - - 1,695,588
Other Prior Year Receivables 434,291 316,467 342,572 120,733 - 233,214 8,174 23,531 122 - - - 1,479,104
Temporary Loan Inflows - - - - - 3,954 - - 0 - - 90,000 93,954
Other Cash Inflows 177,267 (254,102) (690,982) 857,013 (125,883) 215,249 (340,736) 83,809 135,381 - - - 57,016
TRANS Related Receipts 6,058,779 - - - - - - - - - - - 6,058,779
Total Receipts 7,045,975 830,877 2,344,770 2,910,477 1,935,159 12,965,746 5,716,998 1,668,795 1,861,265 10,126,141 3,876,076 2,034,373 53,316,653
Disbursements
Salaries & Benefits 2,092,054 3,107,158 3,215,373 3,242,454 3,250,658 3,323,127 3,310,913 3,305,522 3,291,022 3,323,343 3,265,575 3,434,251 38,161,449
Commercial Warrant Exp 114,529 285,626 597,470 924,490 438,573 561,917 753,199 395,502 792,621 782,971 664,144 1,571,877 7,882,920
Transfers Out - - - - - - - 31477 9,850 - - - 41,327
Prior Year Payables 882,797 85,669 (112,683) 94,760 (173,100) 234,400 (172,674) 178,012 (2,117) - - - 1,015,064
Other Cash Outflows (212,334) (119,279) 563,766 162,462 (31,829) (36,346) 61,885 (30,064) (29,011) - - - 329,250
Temporary Loan Outflows 685 19,315 595,117 1,344,423 - - 485 - - - - - 1,960,026
TRANS Related Disbursements - - - - - - 3,049,667 - - 3,049,667 - - 6,099,333
Total Disbursements 2,877,731 3,378,489 4,859,043 5,768,590 3,484,302 4,083,098 7,003,475 3,880,448 4,062,366 7,155,980 3,929,720 5,006,128 55,489,369
Ending Cash Balance 71,819,732 9,272,720 6,757,847 3,899,734 2,350,50; 11,233,240 9,946,763 7,735,110 5,534,009 8,504,171 8,450,527 5,478,771 5,478,771
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Beginning Cash Balance 5478771 8,503,208 5825414 2,830,062 2,709,452 514,053 7477357 7,057,046 7,483,560 400,885 5,672,939 6,070,440 5478771
Receipts
State Aid Apportionment - - 250,000 - - - 250,000 - 250,000 - - 250,000 1,000,000
Property Taxes 25,342 318,837 365,577 418,383 1,027,915 12,139,433 4,262,660 520,119 1,087,924 9,867,088 3,302,498 1,259,982 34,595,757
Other Revenue Limit Sources 5,847 8,747 1,993 15,438 8,579 8,704 36,902 30,153 61,359 69,858 42,824 53,415 343,818
Federal 3,618 7,926 50,517 4,536 9,753 209,169 34,744 490,466 224,724 14,825 9,630 502,393 1,562,302
Other State (396,393) (80,442) 219,488 219,488 219,488 219,488 384,328 219,488 219,488 384,328 350,645 349,034 2,308,426
Other Local 249,460 325,242 410,201 396,023 504,194 239,960 306,745 297,659 278,810 115,994 169,325 (94,349) 3,199,264
Transfers In - 165,329 57,878 212,217 - - (106,000) - - - 140,768 (35,192) 435,000
Deferrals - Principal Apportionment 511,556 202,380 - - - - - - - - - - 713,936
Deferrals - Other State Revenues 1,560,929 443,405 - - - - - - - - - - 2,004,334
Other Prior Year Receivables 357,313 192,473 192,473 251,813 192,473 192,473 - - - - - - 1,379,016
Temporary Loan Inflows - - - 2,500,000 - - - - 1,000,000 - - - 3,500,000
Other Cash Inflows - - - - - - - - - - - - -
TRANS Related Receipts 4,173,924 - - - - - - - - - - - 4,173,924
Total Receipts 6,491,596 1,583,897 1,548,127 4,017,897 1,962,401 13,009,227 5,169,378 1,557,885 3,122,304 10,452,092 4,015,690 2,285,283 55,215,777
Disbursements
Salaries & Benefits 2,274,809 3,233,887 3,287,017 3,331,762 3,315,372 3,387,978 3,315,233 3,359,480 3,381,786 3,372,572 3,313,506 3,486,661 39,060,063
Commercial Warrant Exp 397,093 630,176 861,388 807,942 842,427 457,946 769,961 776,091 823,213 607,466 504,683 1,143,100 8,621,488
Transfers Out - - (2,575) (1,178) - - 1,019 (4,220) - - - (15,406) (22,359)
Prior Year Payables 795,257 397,629 397,629 - - - - - - - - - 1,590,515
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows - - - - - 2,500,000 - - - 1,000,000 - - 3,500,000
TRANS Related Disbursements - - - - - - 4,203,475 - - - - - 4,203,475
Total Disbursements 3,467,159 4,261,691 4,543,459 4,138,527 4,157,800 6,345,924 8,289,689 4,131,351 4,204,999 4,980,038 3,818,189 4,614,355 56,953,181
Ending Cash Balance 8,503,208 5,825,414 2,830,082 2,709,452 514,053 7,177,357 4,057,046 1,483,580 400,885 5,872,939 6,070,440 3,741,367 3,741,367
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 01/31/14*
Special Revenue Cafeteria 20,237 12,072 12,072
Special Revenue Deferred Maintanence 218,873 67,500 67,500
Special Revenue Special Reserve for Non-Capital Outlay 2,199,263 2,812,500 2,812,500
Special Revenue Special Reserve for Post Employment Benefits 277,778 278,576 278,576
Capital Projects Special Reserve for Capital Outlay 328,892 181,778 181,778
Internal Service Self-Insurance Fund 974,108 1,266,483 1,266,483
Capital Projects Capital Facilities 576,601 513,808 513,808
Total 4,595,752 5,132,716 5,132,716




La Mesa-Spring Valley School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Act) May (Proj) Jun (Proj) Total
|Beginning Cash Balance 2,628,732 17,160,477 11,836,208 10,408,342 6,112,022 4,431,941 8,941,999 7,501,166 4,385,726 10,309,623 5,739,052 629,552 2,628,732
Receipts
State Aid Apportionment - 532,891 3,355,548 1,281,817 2,372,069 4,581,583 2,372,069 1,641,301 943,896 482,880 - 12,026,251 29,590,305
Property Taxes 289,200 301,799 217,033 257,591 815,797 6,533,443 3,787,075 359,686 730,786 4,766,107 2,067,294 1,548,529 21,674,339
Other Revenue Limit Sources 15,755 20,794 21,033 20,586 21,010 20,679 131,159 20,986 21,321 122,509 112,045 42,679 570,556
Federal - 104,330 305,167 226,652 79,577 44,027 1,669,472 63,186 1,095,879 373,595 1,542 2,006,626 5,970,054
Other State - 318,048 470,660 2,071,988 1,260,405 655,025 1,080,643 1,748,034 1,108,842 1,289,373 479,641 887,987 11,370,646
Other Local 5,371 (326,773) 814,464 372,563 1,375,808 1,059,661 639,326 426,292 282,288 396,391 71,874 - 5,117,265
Transfers In - - 328,721 - - - 70,842 - - - 31,500 - 431,063
Deferrals - Principal Apportionment 9,346,744 6,271,916 - - - - - - - - - - 15,618,660
Deferrals - Other State Revenues 1,391,724 138,246 - - - - - - - - - - 1,529,970
Other Prior Year Receivables (10,693,287) 13,629,442 538,631 366,339 50,922 124,369 136,184 712,718 10,241 16,279 105,242 - 4,997,080
Temporary Loan Inflows 8,537,158 - - - - - - - 9,891,811 873,580 - - 19,302,549
Other Cash Inflows 12,666,574 (12,103,821) (9,676) (47,160) 28,203 53,263 (40,187) 47,949 (18,655) (17,607) - - 558,883
TRANSs Related Receipts - - - - - - - - - - - - -
Total Receipts 21,559,239 8,886,873 6,041,581 4,550,375 6,003,791 13,072,049 9,846,584 5,020,152 14,066,409 8,303,107 2,869,138 16,512,072 116,731,371
Disbursements
Salaries & Benefits 5,906,498 5,880,097 6,629,797 6,778,299 6,754,148 6,737,252 6,798,676 7,005,446 7,475,284 7,123,298 6,868,045 6,529,569 80,486,410
Commercial Warrant Exp 227,851 880,026 728,461 1,284,041 550,790 502,534 931,652 827,283 751,632 1,495,381 1,110,594 1,983,478 11,273,722
Transfers Out 699 7,014 349 949 349 (1,310) 7,014 350 350 7,015 - (219,937) (197,157)
Prior Year Payables 741,676 821,188 105,829 5,480 6,791 147,936 722 9,681 4,908 (29,852) - 55,626 1,869,986
Other Cash Outflows 150,770 (506,179) (157,289) 405,817 (53,426) (77,495) 136,478 (78,997) (89,661) 4,277,836 - - 4,007,856
Temporary Loan Outflows - 7,128,996 162,299 372,110 425,218 1,253,074 3,412,873 371,828 - - - 1,500,000 14,626,398
TRANSs Related Disbursements - - - - - - - - - - - - -
Total Disbursements 7,027,495 14,211,141 7,469,447 8,846,695 7,683,871 8,561,992 11,287,417 8,135,591 8,142,513 12,873,678 7,978,638 9,848,736 112,067,215
Ending Cash Balance 17,160,477 11,836,208 10,408,342 6,112,022 4,437,947 8,947,999 7,501,166 4,385,726 10,309,62: 5,739,052 629,552 7,292,888 7,292,888 |

2013-2014 GENERAL FUND CASH FLOW (PROJECTED)

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
|Beginning Cash Balance 7,292,888 11,343,665 9,345,493 8,627,351 4,952,375 2,994,694 7,433,650 3,323,825 6,588,458 4,870,028 8,509,844 4,208,203 7,292,888
Receipts
State Aid Apportionment 1,522,185 1,522,185 5,161,630 2,739,934 2,739,934 2,739,934 5,161,630 2,006,240 3,752,086 879,823 407,946 2,421,697 31,055,222
Property Taxes 44,483 217,761 268,453 273,199 683,070 6,551,460 3,174,052 335,267 719,038 5,353,675 2,067,396 1,554,715 21,242,569
Other Revenue Limit Sources 6,179 9,157 8,930 8,791 7,752 8,996 23,611 19,209 120,765 111,758 27,297 187,357 539,801
Federal 3) (12,132) (42,122) 5,635 1,821 795,743 (14,047) 1,392,435 780,733 (13,845) (7,310) 1,458,215 4,345,125
Other State 77,722 596,772 1,740,855 607,044 1,273,309 607,044 1,431,953 1,852,367 877,152 1,016,945 836,272 485,617 11,403,052
Other Local 298,567 324,185 573,517 605,117 1,388,247 518,961 606,959 451,527 630,930 227,221 166,753 224,238 6,016,222
Transfers In - - - 12,814 - 2,132 (1) 5 4,072 - - 12,355 31,377
Deferrals - Principal Apportionment 8,001,456 4,420,462 - - - - - - - - - - 12,421,918
Deferrals - Other State Revenues 2,498,748 978,428 - - - - - - - - - - 3,477,176
Other Prior Year Receivables 492,335 - 267,506 463,763 - 66,694 - - - - - - 1,290,298
Temporary Loan Inflows - - - - - 957,340 - 5,111,516 - 4,193,176 - - 10,262,032
Other Cash Inflows - - - - - - - - - - - - -
TRANSs Related Receipts 6,529,437 - - - - - - - - - - - 6,529,437
Total Receipts 19,471,109 8,056,818 7,978,770 4,716,297 6,094,134 12,248,304 10,384,156 11,168,566 6,884,775 11,768,753 3,498,354 6,344,194 108,614,230
Disbursements
Salaries & Benefits 5,981,663 5,990,390 6,856,999 6,980,105 6,875,697 6,917,182 6,951,232 6,959,255 6,981,090 7,098,531 6,942,126 6,798,820 81,333,091
Commercial Warrant Exp 507,492 970,051 1,366,939 1,408,756 1,166,232 891,937 973,106 942,274 902,418 1,051,329 851,067 1,162,602 12,194,203
Transfers Out - 5,394 8,113 2,413 9,886 229 3,926 2,404 660 (20,923) 6,801 222,168 241,071
Prior Year Payables 929,720 464,860 464,860 - - - - - - - - - 1,859,441
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows 8,001,456 2,624,295 - - - - - - 719,038 - - 957,340 12,302,129
TRANSs Related Disbursements - - - - - - 6,565,717 - - - - - 6,565,717
Total Disbursements 15,420,332 10,054,990 8,696,911 8,391,273 8,051,815 7,809,348 14,493,981 7,903,933 8,603,206 8,128,937 7,799,994 9,140,931 114,495,651
Ending Cash Balance 11,343,665 9,345,493 8,627,351 4,952,375 2,994,694 7,433,650 3,323,825 6,588,458 4,870,028 8,509,844 4,208,203 1,411,466 1,411,466
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 01/31/14*
Special Revenue Child Development 13,950 125,991 125,991
Special Revenue Cafeteria 84,952 252,686 252,686
Special Revenue Special Reserve for Non-Capital Outlay 715,607 718,005 0
Capital Projects Capital Facilities 565,498 241,709 241,709
Capital Projects Special Reserve for Capital Outlay 317,684 18,871 18,871
Enterprise Other Enterprise 222,955 555,815 555,815
Total 1,920,647 1,913,077 1,195,072

* Represents the maturity date C 5



National School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

C-6

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Act) May (Proj) Jun (Proj) Total
Beginning Cash Balance 5,541,187 13,605,152 9,265,067 9,346,289 7,596,518 7,561,387 9,679,813 5,053,119 4,322,135 2,426,926 5,203,437 1,809,423 5,541,187
Receipts
State Aid Apportionment - 366,325 2,306,701 881,159 1,630,629 3,149,512 1,630,629 938,824 539,908 276,208 - 5,655,072 17,374,967
Property Taxes 1,288,036 68,816 47,165 50,740 178,404 1,354,857 1,112,686 75,625 153,613 857,454 427,795 623,540 6,238,731
Other Revenue Limit Sources 8,279 45,083 9,213 8,811 9,035 9,335 62,221 6,952 4,466 56,731 - 106,863 326,990
Federal - 10,095 313,010 8,077 70,905 107,658 1,034,940 6,151 817,710 (92,825) - 1,353,956 3,629,677
Other State - 113,832 287,687 1,670,744 700,481 166,222 360,685 1,386,679 255,397 757,112 569,927 174,965 6,343,731
Other Local (212,999) 135,901 353,086 127,669 1,594,302 414,399 269,327 162,208 149,458 611,842 41,868 46,602 3,693,662
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 5,934,134 3,886,136 - - - - - - - - - - 9,820,270
Deferrals - Other State Revenues 1,398,488 - - - - - - - - - - - 1,398,488
Other Prior Year Receivables 839,093 356,254 249,810 136,335 46,996 55,452 221,027 262,372 941 204,882 - - 2,373,163
Temporary Loan Inflows - - 579,537 - - 268,093 - 212,810 308,296 4,039,849 - 654,394 6,062,980
Other Cash Inflows 272,151 (7,030) (80,511) 44,442 (124,118) 123,648 8,382 14,288 5,222 (88,852) - - 167,622
TRANS Related Receipts 5,023,275 - - - - - - - - - - - 5,023,275
Total Receipts 14,550,458 4,975,411 4,065,698 2,827,977 4,106,634 5,649,177 4,699,897 3,065,910 2,235,012 6,622,401 1,039,590 8,615,392 62,453,557
Disbursements
Salaries & Benefits 2,560,954 2,683,640 3,353,575 3,233,832 3,277,563 3,308,407 3,270,926 3,197,926 3,321,988 3,249,262 3,247,255 3,317,862 38,023,189
Commercial Warrant Exp 768,870 694,211 789,340 1,041,785 376,704 209,508 748,747 568,352 511,452 575,323 895,295 1,505,150 8,684,738
Transfers Out (2,146) (19,624) 18,786 (28,402) (30,090) (25,019) 26,336 (29,165) 368,324 (24,812) (9,246) 145,896 390,837
Prior Year Payables 440,669 840,848 (61,784) (120,308) 200,398 46,071 6,770 71,494 (43,178) (10,265) - - 1,370,716
Other Cash Outflows (241,028) (28,968) (115,440) 184,418 (31,475) (8,216) 44571 (11,715) (28,364) 56,383 - - (179,835)
Temporary Loan Outflows 2,959,173 5,145,390 - 266,423 348,665 - 171,186 - - - 300,301 - 9,191,137
TRANSs Related Disbursements - - - - - - 5,058,056 - - - - - 5,058,056
Total Disbursements 6,486,492 9,315,497 3,984,477 4,577,748 4,141,764 3,530,751 9,326,591 3,796,893 4,130,221 3,845,890 4,433,604 4,968,908 62,538,837
Ending Cash Balance 73,605,152 9,265,067 9,346,289 7,596,518 7,561,387 9,679,813 5,053,119 4322,135 2,426,926 5,203,437 1,809,423 5,455,907 5,455,907 |
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
|Beginning Cash Balance 5,455,907 5,618,793 4,906,205 5,089,940 3,588,794 4,312,480 4,793,721 3,185,586 2,446,686 2,472,170 5,254,933 2,576,612 5,455,907
Receipts
State Aid Apportionment 1,030,296 1,030,296 3,020,124 1,854,532 1,854,532 1,854,532 3,020,124 1,357,930 2,066,070 595,511 276,119 1,165,591 19,125,656
Property Taxes 16,138 44,774 38,537 56,506 121,438 1,337,112 999,833 54,878 139,397 1,077,725 426,879 661,309 4,974,526
Other Revenue Limit Sources 5,879 8,238 8,602 20,032 11,329 10,667 39,679 24,532 (26,654) 87,400 38,710 127,033 355,447
Federal 697 78 3,294 1,147 2,169 816,579 5,774 584,380 816,892 1,707 635 1,110,509 3,343,863
Other State 6,697 170,649 1,400,132 159,613 570,455 159,613 809,301 1,196,625 565,776 392,284 562,714 150,513 6,144,371
Other Local 119,499 122,419 221,133 240,047 1,667,345 213,641 299,429 193,515 630,022 101,572 71,650 63,108 3,943,380
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 3,763,931 1,666,724 - - - - - - - - - - 5,430,655
Deferrals - Other State Revenues 1,827,077 469,424 - - - - - - - - - - 2,296,501
Other Prior Year Receivables 273,977 - 471,770 722,277 471,770 471,770 - - - - - - 2,411,565
Temporary Loan Inflows - - - - - - - - - 4,768,016 - - 4,768,016
Other Cash Inflows - - - - - - - - - - - - -
TRANSs Related Receipts 2,061,750 - - - - - - - - - - - 2,061,750
Total Receipts 9,105,942 3,512,602 5,163,592 3,054,153 4,699,038 4,863,915 5,174,140 3,411,860 4,191,504 7,024,215 1,376,708 3,278,063 54,855,731
Disbursements
Salaries & Benefits 3,429,972 2,933,764 3,594,022 3,412,796 3,450,168 3,454,238 3,372,131 3,484,513 3,509,463 3,477,617 3,374,137 3,447,448 40,940,270
Commercial Warrant Exp 382,439 758,216 817,083 1,155,789 549,705 941,405 1,119,525 645,164 669,182 762,579 696,520 995,770 9,493,377
Transfers Out 53,390 (3,217) 32,324 (13,287) (24,521) (12,969) 206,585 21,083 (12,625) 1,256 (15,628) 238,674 471,065
Prior Year Payables 1,072,855 536,427 536,427 - - - - - - - - - 2,145,710
Other Cash Outflows 0 - - - - - - - - - - - 0
Temporary Loan Outflows 4,004,400 - - - - - - - - - - - 4,004,400
TRANS Related Di: - - - - - - 2,084,033 - - - - - 2,084,033
Total Disbursements 8,943,056 4,225,190 4,979,857 4,555,298 3,975,352 4,382,674 6,782,275 4,150,760 4,166,020 4,241,452 4,055,029 4,681,891 59,138,855
Ending Cash Balance 5,618,793 4,906,205 5,089,940 3,588,794 4,312,480 4,793,721 3,185,586 2,446,686 2,472,170 5,254,933 2,576,612 1,172,784 1,172,784
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 01/31/14*
Special Revenue Child Development 200,166 (2,924) (2,924),
Special Revenue Cafeteria 1,392,764 1,305,847 1,305,847
Special Revenue Deferred Maintanence 702,890 161,840 161,840
Capital Projects Capital Facilities 229,585 254,005 254,005
Capital Projects County School Facilities 10,084 10,113 10,113
Capital Projects Special Reserve for Capital Outlay 424,267 420,227 420,227
Total 2,959,757 2,149,109 2,149,109
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Carlsbad Unified School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

C-8

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar Act) Apr (Proj) May (Proj) Jun (Proj) Total
rBeginning Cash Balance 7,608,508 20,278,514 19,012,790 15,105,044 9,581,205 5,390,823 19,901,244 17,694,350 13,118,331 9,160,196 13,420,574 12,626,795 7,608,508
Receipts
State Aid Apportionment - (433) (1,870) (579) - (1,402) (429) (1,037) (596) (305) - 2,099,576 2,092,925
Property Taxes 175,964 1,478,380 1,281,005 679,813 1,996,489 20,508,864 10,530,765 902,207 1,830,603 17,939,956 5,791,945 1,556,959 64,672,951
Other Revenue Limit Sources - - - - - - 98,488 - - 89,465 - 158,465 346,418
Federal 1,339 796 150,509 9,486 7,231 12,356 850,657 18,672 202,312 - - 1,276,019 2,529,378
Other State (757,842) (174,839) 228,282 196,394 324,601 (668,572) 409,489 921,591 286,001 708,950 283,713 251,199 2,008,967
Other Local 161,042 113,134 624,016 385,685 352,280 626,138 748,715 433,012 558,351 250,004 179,585 715,784 5,147,746
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 129,167 524 - - - - - - - - - - 129,691
Deferrals - Other State Revenues 756,644 192,175 - - - - - - - - - - 948,819
Other Prior Year Receivables (208,968) (175,099) 1,043,427 1,407,192 1 454,016 12,314 29,934 3,407 - - - 2,566,335
Temporary Loan Inflows - - - - - - - - - - - 140,000 140,000
Other Cash Inflows 1,374,413 496,282 (931,656) (720,372) 4,716 323,966 (329,891) 8,905 25,891 - - - 252,253
TRANSs Related Receipts 14,459,424 - - - - - - - - - - - 14,459,424
Total Receipts 16,091,183 1,930,920 2,393,713 1,957,619 2,685,429 21,255,366 12,320,108 2,313,284 2,905,969 18,988,070 6,255,243 6,198,003 95,294,907
Disbursements
Salaries & Benefits 1,760,539 2,087,548 5,833,438 5,952,968 5,954,933 6,107,539 5,974,376 6,083,343 6,037,490 6,214,078 6,149,709 6,743,348 64,899,309
Commercial Warrant Exp 391,190 908,025 666,623 1,408,644 970,355 630,227 1,133,269 845,727 853,214 1,247,782 899,313 2,283,072 12,237,441
Transfers Out - 257,530 65,306 8,835 - - 8,418 - - - - - 340,089
Prior Year Payables 1,382,803 7,473 (4,683) (376) (989) 107,551 (4,987) 3,954 14,308 - - - 1,505,054
Other Cash Outflows (159,767) (63,932) (267,152) 111,387 (48,488) (100,372) 150,094 (43,720) (40,908) - - - (462,859)
Temporary Loan Outflows 46,412 - 7,928 - - - - - - - - - 54,340
TRANSs Related Disbursements - - - - - - 7,265,831 - - 7,265,831 - - 14,531,662
Total Disbursements 3,421,178 3,196,644 6,301,459 7,481,458 6,875,811 6,744,945 14,527,001 6,889,304 6,864,104 14,727,691 7,049,023 9,026,419 93,105,037
Ending Cash Balance 0,278,514 79,012,790 15,705,044 9,581,205 5,390,823 19,901,244 17,694,350 13,118,337 9,760,196 13,420,574 72,626,795 9,798,378 9,798,378 |
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Beginning Cash Balance 9,798,378 18,581,166 17,284,397 12,462,827 7,102,149 2,978,818 17,834,919 14,772,221 10,191,024 5,861,950 11,426,184 10,848,919 9,798,378
Receipts
State Aid Apportionment (1,952) (1,952) 525,442 (1,952) - - 526,613 (648) 526,964 (285) (131) 527,394 2,099,491
Property Taxes 35,548 1,549,502 1,288,854 990,027 1,786,910 20,897,136 8,001,621 886,910 1,837,456 17,109,291 5,849,054 2,669,652 62,901,961
Other Revenue Limit Sources - - - - - - - - 101,207 85,189 - 143,465 329,861
Federal 135 1,349 42,713 13,536 6,342 285,812 19,407 925,586 299,574 7,610 8,087 777,989 2,388,139
Other State (671,028) (183,500) 77,135 77,135 573,382 75,182 (9,459) 437,717 75,612 501,500 544,130 415,688 1,913,494
Other Local 291,319 215,897 511,317 520,063 510,076 313,825 515,741 435,181 354,643 234,298 337,150 485,754 4,725,264
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 591,763 234,114 - - - - - - - - - - 825,877
Deferrals - Other State Revenues 1,351,030 - - - - - - - - - - - 1,351,030
Other Prior Year Receivables 871,933 418,385 418,385 801,657 418,385 418,385 - - - - - - 3,347,129
Temporary Loan Inflows - - - - - - - - - - - - -
Other Cash Inflows - - - - - - - - - - - - -
TRANSs Related Receipts 9,342,068 - - - - - - - - - - - 9,342,068
Total Receipts 11,810,817 2,233,795 2,863,845 2,400,465 3,295,095 21,990,340 9,053,922 2,684,747 3,195,455 17,937,603 6,738,289 5,019,941 89,224,315
Disbursements
Salaries & Benefits 1,684,647 2,207,132 6,053,220 6,232,741 6,290,915 6,257,599 6,186,974 6,313,730 6,354,197 6,366,005 6,299,595 6,908,124 67,154,880
Commercial Warrant Exp 674,334 1,010,775 1,300,451 1,638,627 1,132,430 876,640 1,234,047 963,470 1,167,120 1,310,872 1,023,422 2,391,227 14,623,313
Transfers Out - (21,866) (2,780) (10,124) (4,920) - (1,144) (11,256) 3211 (251) (7.462) 2,936 (53,655)
Prior Year Payables 669,047 334,524 334,524 - - - - - - - - - 1,338,094
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows - - - - - - - - - - - - -
TRANSs Related Disbursements - - - - - - 4,696,743 - - 4,696,743 - - 9,393,487
Total Disbursements 3,028,029 3,530,564 7,685,415 7,761,144 7,418,426 7,134,239 12,116,620 7,265,944 7,524,529 12,373,369 7,315,555 9,302,287 92,456,119
Ending Cash Balance 18,581,166 17,284,397 12,462,827 7,102,149 2,978,818 17,834,919 14,772,221 10,191,024 5,861,950 11,426,184 10,848,919 6,566,574 6,566,574
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 04/30/14*
Special Revenue Cafeteria 221,522 87,764 87,764
Capital Projects Capital Facilities 2,382,362 2,234,025 2,234,025
Capital Projects County School Facilities 0 19,500,000 19,500,000
Capital Projects Capital Project for Blended Component Uses 4,714,047 4,519,022 3,394,022
Total 7,317,930 26,340,811 25,215,811



Fallbrook Union High School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

C-9

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Proj) May (Proj) Jun (Proj) Total
|Beginning Cash Balance 1,747,435 6,500,986 5,906,247 5,091,114 3,992,603 2,531,204 4,404,601 3,498,261 2,145,648 2,801,514 2,958,712 2,086,905 1,747,435
Receipts
State Aid Apportionment - 117,020 505,355 156,379 - 378,794 115,755 24,783 14,252 7,292 - 3,367,008 4,686,638
Property Taxes 16,783 120,821 82,608 100,378 248,275 3,012,449 2,520,288 133,765 252,808 2,960,320 1,730,702 464,893 11,644,089
Other Revenue Limit Sources 33,678 45,959 4,725 4,623 5,010 4,895 31,942 5,196 5,130 23,785 - 60,984 225,927
Federal 9,455 29,698 86,290 168,176 145,658 60,330 285,114 110,741 2,360,805 1,225,600 - 592,297 5,074,165
Other State - 257,573 192,847 332,478 287,481 170,880 253,634 193,460 278,821 290,076 228,035 197,092 2,682,377
Other Local 3,125 32,520 243,129 156,101 123,567 321,670 213,150 132,435 175,331 75,108 36,134 1,955 1,514,225
Transfers In - - - - - - 64 - - - - - 64
Deferrals - Principal Apportionment 1,361,712 629,379 - - - - - - - - - - 1,991,091
Deferrals - Other State Revenues - 47,974 - - - - - - - - - - 47,974
Other Prior Year Receivables (72,299) 966,614 154,819 301,713 9,697 119,521 - 55,277 - - - - 1,535,343
Temporary Loan Inflows - 41,969 - - - - - - - - - - 41,969
Other Cash Inflows 778,095 (709,646) (2,421) 2,637 904 (2,112) 1,305 8,687 (13,330) - - - 64,120
TRANSs Related Receipts 3,810,949 - - - - - - - - - - - 3,810,949
Total Receipts 5,941,499 1,579,881 1,267,351 1,222,484 820,593 4,066,429 3,421,251 664,344 3,073,817 4,582,182 1,994,871 4,684,229 33,318,931
Disbursements
Salaries & Benefits 357,921 1,460,232 1,779,521 1,770,374 1,813,680 1,838,466 1,920,631 1,829,632 1,850,576 1,898,593 1,886,948 2,061,318 20,467,892
Commercial Warrant Exp 74,552 477,956 325,796 496,235 538,627 294,206 464,594 275,788 598,675 597,168 970,825 687,997 5,802,419
Transfers Out - - - 14,136 - - 6,838 - - 7,932 8,906 121,634 159,446
Prior Year Payables 806,037 292,268 17,947 (33,678) (44,273) 75,840 (8.937) (81,341) (14,282) - - - 1,009,581
Other Cash Outflows (50,563) (55,835) (40,780) 73,928 (26,041) (15,481) 23,175 (7.122) (17,017) - - - (115,736)
Temporary Loan Outflows - - - - - - - - - - - - -
TRANSs Related Disbursements - - - - - - 1,921,290 - - 1,921,290 - - 3,842,580
Total Disbursements 1,187,948 2,174,621 2,082,484 2,320,995 2,281,992 2,193,031 4,327,591 2,016,957 2,417,951 4,424,983 2,866,678 2,870,949 31,166,182
Ending Cash Balance 6,500,086 5,906,247 5,091,114 3,992,603 2,531,204 4,404,607 3,498,261 2,145,648 2,801,574 2,958,712 2,086,905 3,900,184 3,900,784
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
|Beginning Cash Balance 3,900,184 5,339,326 4,155,794 3,254,924 1,931,256 1,119,548 3,167,128 3,754,205 2,698,578 2,236,534 2,977,147 2,840,230 3,900,184
Receipts
State Aid Apportionment 421,800 421,800 1,100,831 421,800 - - 847,751 140,038 771,827 61,575 28,401 679,030 4,894,853
Property Taxes 12,695 90,789 102,417 105,981 256,833 3,505,945 2,041,595 129,815 221,418 2,960,320 1,730,702 485,579 11,644,089
Other Revenue Limit Sources 3,057 3,037 8,339 5,888 3,811 3,918 11,201 10,628 32,072 33,350 13,132 62,388 190,819
Federal 8,669 26,441 91,825 5,038 543,120 395,602 21,894 477,019 426,457 123,760 129,962 480,146 2,729,932
Other State 81,085 209,429 286,782 220,091 235,069 168,378 354,260 289,209 246,446 274,433 238,551 168,378 2,772,109
Other Local 183,272 198,663 198,653 211,600 214,218 89,910 165,478 136,255 108,193 92,724 61,506 402,713 2,063,185
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 756,191 152,951 - - - - - - - - - - 909,142
Deferrals - Other State Revenues 268,016 220,042 - - - - N - - - - - 488,058
Other Prior Year Receivables 255,881 157,375 157,375 213,729 157,375 157,375 - - - - - - 1,099,108
Temporary Loan Inflows - - - - - - - - - - - - -
Other Cash Inflows - - - - - - - - - - - - -
TRANSs Related Receipts 1,093,262 - - - - - - - - - - - 1,093,262
Total Receipts 3,083,928 1,480,526 1,946,221 1,184,126 1,410,425 4,321,128 3,442,179 1,182,964 1,806,413 3,546,162 2,202,253 2,278,233 27,884,558
Disbursements
Salaries & Benefits 429,892 1,433,653 1,712,273 1,724,615 1,789,518 1,717,468 1,697,887 1,743,708 1,765,437 1,792,720 1,782,519 1,947,595 19,537,285
Commercial Warrant Exp 452,264 849,090 753,503 773,950 419,610 545,434 600,621 476,092 503,020 447,457 546,383 539,851 6,907,276
Transfers Out N - = 9,230 13,004 10,644 - 18,790 - 8,777 10,268 147,175 217,889
Prior Year Payables 762,631 381,315 381,315 - - - - - - - - - 1,525,261
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows - - - - - - - - - - - - -
TRANSs Related Disbursements - - - - - - 556,595 - - 556,595 - - 1,113,189
Total Disbursements 1,644,786 2,664,058 2,847,092 2,507,795 2,222,132 2,273,547 2,855,103 2,238,590 2,268,457 2,805,549 2,339,170 2,634,621 29,300,900
Ending Cash Balance 5,339,326 4,155,794 3,254,924 1,931,256 1,119,548 3,167,128 3,754,205 2,698,578 2,236,534 2,977,147 2,840,230 2,483,842 2,483,842
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 04/30/14*
Special Revenue Cafeteria 223,967 86,002 86,002
Special Revenue Deferred Maintanence 161,113 137,583 137,583
Capital Projects Capital Facilities 614,674 863,402 863,402
Total 999,754 1,086,987 1,086,987




Grossmont Union High School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

C-10

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Proj) Apr (Proj) May (Proj) Jun (Proj) Total
|Beginning Cash Balance 1,654,164 29,687,797 32,675,959 24,848,071 19,115,679 13,313,644 26,763,590 16,591,913 5,802,270 1,774,220 5,383,304 1,884,686 1,654,164
Receipts
State Aid Apportionment - 620,430 3,906,766 1,492,382 2,761,730 5,334,200 2,761,730 1,008,286 579,855 296,644 - 21,458,935 40,220,958
Property Taxes 2,033,447 268,359 (925,446) (218,886) 1,765,859 21,078,060 12,453,298 98,279 381,606 19,100,384 5,857,645 1,671,030 63,563,636
Other Revenue Limit Sources 31,683 48,204 46,539 51,638 52,272 55,662 256,676 57,845 320,350 181,334 - 180,990 1,283,193
Federal 190,339 401,544 365,049 173,911 8,497 262,496 2,506,394 372,982 1,795,264 - - 4,079,556 10,156,032
Other State 49,074 823,964 827,921 4,280,903 2,123,233 1,541,565 1,887,243 1,503,975 2,111,252 1,692,407 1,174,747 896,960 18,913,243
Other Local 241,260 438,719 2,743,830 1,081,278 2,363,177 2,882,945 2,400,222 1,689,530 2,051,706 3,215,641 1,170,120 908,572 21,186,998
Transfers In - - - - - - - - - - - 75,000 75,000
Deferrals - Principal Apportionment 15,965,651 9,047,291 - - - - - - - - - - 25,012,942
Deferrals - Other State Revenues - 461,716 - - - - - - - - - - 461,716
Other Prior Year Receivables 2,059,511 1,913,569 (299,335) 3,396,094 (639,005) 689,420 (130,330) 1,820,587 - - - - 8,810,509
Temporary Loan Inflows - - - - - - - - 5,000,000 - 5,000,000 - 10,000,000
Other Cash Inflows 382,677 (9,320) (9,011) 24,062 11,5632 2,510 5,092 34,515 - - - - 442,058
TRANS Related Receipts 19,150,669 - - - - - (220,611) - - - - - 18,930,058
Total Receipts 40,104,312 14,014,476 6,656,312 10,281,383 8,447,293 31,846,857 21,919,714 6,585,998 12,240,033 24,486,410 13,202,512 29,271,043 219,056,344
Disbursements
Salaries & Benefits 3,233,223 10,622,151 12,635,364 13,014,797 13,222,086 13,629,719 13,212,896 14,447,982 13,728,386 13,511,854 13,844,231 13,003,730 148,106,419
Commercial Warrant Exp (518,774) 1,581,497 2,427,072 3,131,948 1,224,826 2,585,738 2,293,362 1,992,690 2,540,190 2,348,032 2,809,970 5,095,886 27,512,437
Transfers Out 150,385 178,825 (43,742) 58,430 (30,629) 29,091 (23,791) (34,020) (494) 17,440 46,930 112,842 461,268
Prior Year Payables 7,648,314 155,345 (2,000,426) 220,885 - 1,590,575 (1,765,483) (4,894) - - - - 5,844,315
Other Cash Outflows 63,219 (1,992,766) 1,465,933 (412,285) (166,956) 561,788 (625,593) 973,883 - - - - (132,777)
Temporary Loan Outflows 1,494,312 481,264 - - - - - - - 5,000,000 - 3,946,094 10,921,670
TRANS Related Disbursements - - - - - - 19,000,000 - - - - - 19,000,000
Total Disbursements 12,070,679 11,026,315 14,484,200 16,013,775 14,249,328 18,396,911 32,091,391 17,375,642 16,268,082 20,877,327 16,701,130 22,158,552 211,713,331
Ending Cash Balance ~ 29,687,797 32,675,959 4,848,071 19,115,679 13,313,644 26,763,590 16,591,913 5,802,270 1,774,220 5,383,304 7,884,686 8,997,177 8,997,177 |
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Beginning Cash Balance 8,997,177 32,111,356 27,982,671 23,250,403 13,862,532 6,178,978 20,768,635 20,476,033 12,454,939 11,957,936 6,334,410 5,059,788 8,997,177
Receipts
State Aid Apportionment 1,686,974 1,686,974 7,453,299 3,036,554 3,036,554 3,036,554 7,453,299 2,223,432 5,891,161 975,071 452,109 4,416,743 41,348,724
Property Taxes 110,291 132,639 (832,251) (339,291) 121,040 21,798,561 10,670,681 (262,591) 25,281 17,619,857 5,916,909 4,890,602 59,751,728
Other Revenue Limit Sources 6,779 9,980 93,037 94,441 9,421 9,336 157,676 34,433 224,682 288,966 86,118 397,315 1,412,183
Federal 35,620 39,687 520,212 11,284 35,356 1,389,536 241273 2,438,555 1,582,691 34,658 51,576 2,695,873 9,076,320
Other State 430,711 1,424,665 2,087,272 1,669,840 2,645,279 1,669,840 2,958,978 1,807,704 1,583,666 1,876,960 1,254,092 690,899 20,099,907
Other Local 573,481 658,662 1,935,599 2,143,780 2,032,347 1,915,739 1,895,835 1,526,510 2,059,699 2,725,468 1,379,686 1,956,522 20,803,329
Transfers In 31,767 17,472 - - - - - - - - - 761 50,000
Deferrals - Principal Apportionment 6,551,144 3,596,588 - - - - - - - - - - 10,147,732
Deferrals - Other State Revenues 1,908,539 1,446,823 - - - - - - - - - - 3,355,362
Other Prior Year Receivables 2,074,862 32,280 470,503 1,250,069 470,503 470,503 - - - - - - 4,768,720
Temporary Loan Inflows - - - - - - - - 5,000,000 - 7,000,000 - 12,000,000
Other Cash Inflows - - - - - - - - - - - - -
TRANS Related Receipts 15,176,122 - - - - - - - - - - - 15,176,122
Total Receipts 28,586,289 9,045,770 11,727,671 7,866,678 8,350,499 30,290,069 23,377,741 7,768,043 16,367,180 23,420,980 16,140,491 15,048,715 197,990,127
Disbursements
Salaries & Benefits 4,107,727 10,864,213 13,375,121 13,685,906 13,614,711 13,435,131 13,542,570 13,294,615 13,836,642 13,660,958 13,982,255 12,783,288 150,183,137
Commercial Warrant Exp 158,316 1,691,521 2,455,337 3,406,998 2,370,686 2,172,517 2,465,082 2,480,894 3,029,283 2,692,563 3,326,716 5,641,418 31,891,333
Transfers Out 3,629 17,503 28,262 161,644 48,656 92,563 38,309 13,627 (1,743) 66,401 106,142 89,882 664,876
Prior Year Payables 1,202,438 601,219 601,219 - - - - - - - - - 2,404,876
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows - - - - - - - - - 5,000,000 - - 5,000,000
TRANS Related Disbursements - - - - - - 7,624,583 - - 7,624,583 - - 15,249,167
Total Disbursements 5,472,109 13,174,456 16,459,939 17,254,549 16,034,054 15,700,212 23,670,544 15,789,137 16,864,183 29,044,506 17,415,113 18,514,588 205,393,389
Ending Cash Balance 32,111,356 27,982,671 23,250,403 13,862,532 6,178,978 20,768,835 20,476,033 12,454,939 11,957,936 6,334,410 5,059,788 1,593,914 1,593,914
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 04/30/14*
Special Revenue Adult Education 225,916 750,396 750,396
Special Revenue Deferred Maintanence 245513 326,438 326,438
Special Revenue Special Reserve for Non-Capital Outlay 12,476 12,512 12,512
Capital Projects Capital Facilities 2,858,503 1,637,969 1,637,969
Capital Projects Special Reserve for Capital Outlay 8,804,607 4,053,698 4,053,698
Trust and Agency Self-Insurance Fund 1,208,950 1,132,529 1,132,529
Special Revenue Self-Insurance Fund 2,341,704 2,133,839 2,133,839
Special Revenue Cafeteria 238,999 170,643 170,643
Capital Projects County School Facilities 49,494,044 38,585,594 38,585,594
 Total 65,430,713 48,803,616 48,803,616



Ramona Unified School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)

* Represents the maturity date

Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Act) May (Proj) Jun (Proj) Total
|Beginning Cash Balance 551,946 3,639,690 4,168,900 2,256,195 5,149,681 3,179,643 2,303,604 3,055,525 1,674,752 1,970,292 2,052,204 86,732 551,946
Receipts
State Aid Apportionment - 183,645 1,156,387 441,739 817,461 1,578,902 817,461 579,337 333,171 170,444 - 6,210,639 12,289,186
Property Taxes 34,407 250,287 169,344 194,283 576,549 4,811,697 2,504,897 263,735 535,675 3,507,349 2,076,314 514,095 15,438,630
Other Revenue Limit Sources - 11,346 - 20,779 9,966 9,759 63,146 9,793 9,783 84,572 - 101,725 320,869
Federal 7,338 31,191 15,927 40,512 113,209 428,160 574,417 142,641 (294,443) 184,407 - 1,058,240 2,301,600
Other State - 160,484 209,972 1,103,412 365,100 56,272 955,336 395,990 565,930 569,032 299,351 244,650 4,925,529
Other Local 6,913 157,453 410,825 432,761 534,684 660,796 519,015 336,583 356,183 255,932 76,535 423,706 4,171,385
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 3,641,065 2,408,809 - - - - - - - - - - 6,049,874
Deferrals - Other State Revenues 616,169 84,352 - - - - - - - - - - 700,521
Other Prior Year Receivables (4,198,156) (2,473,789) 8,141 6,815,939 - - 160,426 54,164 443,153 - - - 809,878
Temporary Loan Inflows - - - 4,897,519 - - 2,788 999,197 2,499,150 - - - 8,398,653
Other Cash Inflows 5,196,840 3,022,899 206,454 (6,620,520) 360,884 263,197 (625,046) 49,969 15,840 (65,263) - - 1,805,254
TRANSs Related Receipts - - - - - - - - - - - - -
Total Receipts 5,304,577 3,836,677 2,177,049 7,326,425 2,777,854 7,808,783 4,972,439 2,831,409 4,464,440 4,706,472 2,452,200 8,563,054 57,211,379
Disbursements
Salaries & Benefits 1,046,983 1,216,659 3,840,364 3,655,572 4,027,736 3,718,276 3,628,064 3,745,861 3,673,014 3,866,429 3,604,638 3,526,009 39,549,604
Commercial Warrant Exp 195,385 702,818 489,949 682,632 186,310 662,976 633,855 499,711 518,745 417,978 631,723 702,845 6,324,928
Transfers Out - - - 4,649 - - 9,326 - - - - - 13,975
Prior Year Payables 626,679 503,524 660 (805) (5) (528) 477 2,573 (27) (1,069) - - 1,131,477
Other Cash Outflows 347,786 (415,528) (241,219) 90,891 (42,698) 79,761 (51,204) (35,963) (22,831) 60,672 - - (230,334),
Temporary Loan Outflows - 1,299,994 - - 576,549 4,224,337 - - - 280,551 181,311 3,212,550 9,775,293
TRANSs Related Disbursements - - - - - - - - - - - - -
Total Disbursements 2,216,833 3,307,466 4,089,754 4,432,939 4,747,892 8,684,822 4,220,518 4,212,182 4,168,901 4,624,560 4,417,672 7,441,404 56,564,943
Ending Cash Balance 3,639,600 4,168,900 2,256,195 5,149,681 3,179,643 2,303,604 3,055,525 1,674,752 1,970,292 2,052,204 86,732 7,198,382 7,198,382 |
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
|Beginning Cash Balance 1,198,382 6,938,946 7,642,860 6,402,550 3,819,619 2,243,300 4,836,843 4,224,386 2,751,507 2,004,141 3,631,222 1,477,825 1,198,382
Receipts
State Aid Apportionment 511,810 511,810 2,130,936 921,258 921,258 921,258 2,130,936 674,566 1,657,000 295,826 137,165 1,209,679 12,023,504
Property Taxes 26,866 193,115 213,309 205,651 504,761 4,896,984 2,148,580 251,698 536,023 4,002,240 1,519,075 940,326 15,438,630
Other Revenue Limit Sources (2,829) (3.614) (4,890) (96,996) (5.477) (5,494) (12,982) (3,441) 52,254 134,045 1,523 199,088 251,186
Federal 1,032 2,343 7,306 6,546 112,357 233,172 5,721 629,684 347,998 4,384 1,082 668,758 2,020,383
Other State 48,058 299,890 746,696 313,152 683,159 313,152 635,699 862,975 399,245 499,759 385,181 271,383 5,458,348
Other Local 128,010 186,138 258,119 488,675 494,896 212,966 455,702 345,519 349,394 217,483 108,332 473,069 3,718,301
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 3,428,894 1,228,531 - - - - - - - - - - 4,657,425
Deferrals - Other State Revenues 1,487,711 475,766 - - - - - - - - - - 1,963,477
Other Prior Year Receivables 239,528 - 134,992 330,486 134,992 134,992 - - - - - - 974,991
Temporary Loan Inflows - - - - - - - - - 2,389,391 - - 2,389,391
Other Cash Inflows - - - - - - - - - - - - -
TRANSs Related Receipts 3,604,260 - - - - - - - - - - - 3,604,260
Total Receipts 9,473,339 2,893,979 3,486,468 2,168,772 2,845,947 6,707,031 5,363,656 2,761,001 3,341,914 7,543,127 2,152,358 3,762,304 52,499,895
Disbursements
Salaries & Benefits 904,699 1,197,922 3,622,680 3,576,029 3,768,037 3,583,620 3,502,956 3,662,054 3,562,239 3,613,493 3,587,163 3,510,770 38,091,662
Commercial Warrant Exp 445,701 550,955 662,910 1,175,674 654,229 529,868 655,965 571,825 527,042 585,360 618,593 735,015 7,713,137
Transfers Out - N - - - - - - - - - 321,138 321,138
Prior Year Payables 882,375 441,187 441,187 - - - - - - - - - 1,764,749
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows 1,500,000 - - - - - - - - - - - 1,500,000
TRANSs Related Disbursements - - - - - - 1,817,192 - - 1,817,192 - - 3,634,385
Total Disbursements 3,732,775 2,190,064 4,726,778 4,751,704 4,422,266 4,113,488 5,976,113 4,233,879 4,089,281 6,016,045 4,205,756 4,566,923 53,025,071
Ending Cash Balance 6,938,946 7,642,860 6,402,550 3,819,619 2,243,300 4,836,843 4,224,386 2,751,507 2,004,141 3,531,222 1,477,825 673,207 673,207
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 04/30/14*
Special Revenue Cafeteria 277,343 239,418 239,418
Capital Projects Capital Facilities 980,737 697,185 697,185
Trust and Agency Self-Insurance Fund 84,475 136,351 136,351
Total 1,342,555 1,072,955 1,072,955



San Dieguito Union High School District

2012-2013 GENERAL FUND CASH FLOW (ACTUAL AND PROJECTED)
Jul (Act) Aug (Act) Sep (Act) Oct (Act) Nov (Act) Dec (Act) Jan (Act) Feb (Act) Mar (Act) Apr (Proj) May (Proj) Jun (Proj) Total
|Beginning Cash Balance 11,412,541 28,051,048 23,862,138 18,085,640 11,144,830 6,559,042 26,672,034 21,883,154 14,774,636 10,002,458 14,455,414 13,565,716 11,412,541
Receipts
State Aid Apportionment - (2,440) (10,537) (3,261) - (7,898) (2,414) (1,810) (1,041) (533) - 2,404,936 2,375,002
Property Taxes 38,662 934,408 699,416 893,265 2,703,475 27,443,913 11,430,017 1,215,360 2,470,943 22,494,218 7,472,403 1,039,359 78,835,440
Other Revenue Limit Sources - - - - - - 111,428 - - 101,219 - 179,346 391,994
Federal - 4179 144,569 375,659 11,297 61,010 837,530 8,428 578,290 - - 1,794,168 3,815,129
Other State - (110,030) (62,647) 817,664 420,469 71,126 560,964 127,437 731,480 641,460 379,257 180,154 3,757,333
Other Local - 371,433 833,102 613,876 584,658 964,519 718,960 723,848 583,915 615,216 882,147 1,031,016 7,922,691
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 210,717 (8,816) - - - - - - - - - - 201,901
Deferrals - Other State Revenues - 298,245 - - - - - - - - - - 298,245
Other Prior Year Receivables 549,456 552,747 369,177 1,417,056 54,153 635,762 8,528 1,155 - - - - 3,588,033
Temporary Loan Inflows - 127,895 - - 58,738 - - - - - - 115,000 301,633
Other Cash Inflows 948,245 139,059 129,925 (932,353) (301) 113 (388) (7,753) 8,327 - - - 284,874
TRANS Related Receipts 18,439,551 - - - - - - - - - - - 18,439,551
Total Receipts 20,186,630 2,306,680 2,103,005 3,181,906 3,832,488 29,168,545 13,664,624 2,066,665 4,371,914 23,851,581 8,733,807 6,743,979 120,211,825
Disbursements
Salaries & Benefits 1,372,758 6,063,658 7,390,991 7,505,154 7,556,409 7,885,365 7,729,304 7,471,487 7,767,690 7,520,386 7,437,585 8,594,849 84,295,637
Commercial Warrant Exp 204,926 919,110 721,307 1,855,233 958,692 736,742 1,315,757 1,758,371 1,391,699 1,489,921 2,184,562 2,315,320 15,851,642
Transfers Out - - - 449,434 - 137,326 6,843 - 39,108 1,124,956 1,357 161,399 1,920,423
Prior Year Payables 2,009,677 71,441 16,049 3,792 (1,700) 362,301 (1,636) (1,650) 29,368 - - - 2,487,642
Other Cash Outflows (84,238) (558,620) (248,845) 309,103 (95,125) (86,182) 139,874 (53,025) (83,773) - - - (760,830)
Temporary Loan Outflows 45,000 - - - - 20,000 - - - - - - 65,000
TRANS Related Disbursements - - - - - - 9,263,363 - - 9,263,363 - - 18,526,725
Total Disbursements 3,548,124 6,495,590 7,879,503 10,122,716 8,418,276 9,055,552 18,453,504 9,175,183 9,144,092 19,398,625 9,623,505 11,071,568 122,386,239
Ending Cash Balance — 28,051,048 23,862,138 18,085,640 11,744,830 6,559,042 26,672,034 21,883,154 14,774,636 70,002,458 14,455,414 13,565,716 9,238,127 9,238,127 |
2013-2014 GENERAL FUND CASH FLOW (PROJECTED)
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Beginning Cash Balance 9,238,127 21,934,210 17,511,288 11,546,773 7,876,668 165,575 20,391,640 16,244,944 11,616,987 7143118 14,664,299 14,084,375 9,238,127
Receipts
State Aid Apportionment - - 600,000 - - - 600,000 - 600,000 - - 600,000 2,400,000
Property Taxes 73,855 742,645 857,345 994,107 2,400,921 28,000,153 9,840,187 1,202,619 2,516,558 22,789,622 7,581,736 2,921,556 79,921,303
Other Revenue Limit Sources - - - - - - - - 120,251 101,219 - 170,460 391,931
Federal - 35,075 159,135 9,987 (59,696) 296,932 35,662 1,193,789 333,264 23,019 470 1,523,031 3,550,668
Other State (1,042,381) (306,620) 202,067 202,067 559,789 202,067 636,125 641,464 202,067 641,639 329,701 536,672 2,804,659
Other Local 240,631 874,878 1,131,531 1,079,310 740,622 338,576 610,763 831,448 836,650 614,930 907,667 1,004,110 9,211,116
Transfers In - - - - - - - - - - - - -
Deferrals - Principal Apportionment 1,058,795 418,880 - - - - - - - - - - 1,477,675
Deferrals - Other State Revenues 1,303,386 1,005,141 - - - - - - - - - - 2,308,527
Other Prior Year Receivables 729,813 290,242 290,242 549,373 290,242 290,242 - - - - - - 2,440,153
Temporary Loan Inflows - - - - - - - - - - - - -
Other Cash Inflows - - - - - - - - - - - - -
TRANS Related Receipts 13,403,790 - - - - - - - - - - - 13,403,790
Total Receipts 15,767,888 3,060,240 3,240,320 2,834,845 3,931,878 29,127,971 11,722,737 3,869,320 4,608,790 24,170,429 8,819,574 6,755,830 117,909,822
Disbursements
Salaries & Benefits 1,448,820 5,947,816 7,427,290 7,427,767 7,458,312 7,948,790 7,672,625 7,406,677 7,715,104 7,484,511 7,401,945 8,552,128 83,891,784
Commercial Warrant Exp 539,729 993,717 1,188,551 1,890,813 1,184,294 953,116 1,461,760 1,074,658 1,359,613 1,415,434 1,992,649 2,172,070 16,226,402
Transfers Out - - 47,366 186,370 364 - - 15,943 7,943 1,014,254 4,904 1,049,625 2,326,770
Prior Year Payables 1,083,257 541,629 541,629 - - - - - - - - - 2,166,514
Other Cash Outflows - - - - - - - - - - - - -
Temporary Loan Outflows - - - - - - - - - - - - -
TRANS Related Disbursements - - - - - - 6,735,049 - - 6,735,049 - - 13,470,097
Total Disbursements 3,071,805 7,483,161 9,204,835 9,504,950 8,642,970 8,901,906 15,869,433 8,497,278 9,082,659 16,649,248 9,399,497 11,773,824 118,081,568
Ending Cash Balance 21,934,210 17,511,288 11,546,773 4,876,668 165,575 20,391,640 16,244,944 11,616,987 7,143,118 14,664,299 14,084,375 9,066,381 9,066,381
ALTERNATIVE CASH RESOUCES (75% OF CASH BALANCE)
Actual Projected Projected
Fund Type Fund Purpose as of 6/30/12 as of 6/30/13 as of 04/30/14*
Special Revenue Adult Education 7,039 9,182 46,682
Special Revenue Cafeteria 529,749 562,094 494,594
Special Revenue Deferred Maintanence 2,340 2,349 2,349
Special Revenue Pupil Transportation Equipment 25,433 34,080 34,080
Special Revenue Special Reserve for Non-Capital Outlay 1,826,952 1,832,201 1,837,451
Capital Projects Capital Facilities 1,276,758 722,582 524,582
Capital Projects County School Facilities 795,683 797,985 797,985
Capital Projects Special Reserve for Capital Outlay 20,002 20,059 20,059
Total 4,483,957 3,980,532 3,757,781

* Represents the maturity date
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COUNTY OF SAN DIEGO
GENERAL FUND MONTHLY CASH FLOW SUMMARY
FISCAL YEAR 2012/2013 ESTIMATED

(in thousands)

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Estimate Estimate
1 Beginning Cash Balance 740,777 740,777
Revenue Categories:
2 Taxes Current Property 0 5,823 4,321 5,285 16,301 179,425 77,921 7,825 15,879 148,314 36,850 15,119 513,063
3 Taxes Other Than Current Secured 5,733 7,090 6,161 6,916 6,381 7,076 161,735 5,531 4,194 8,288 150,967 11,192 381,267
Licenses, Permits & Franchises 2,701 3,953 2,491 2,714 3,749 3,918 2,740 4,897 3,146 3,677 3,586 3,920 41,492
Fines, Forfeitures & Penalties 1,028 2,007 2,395 5,044 3,317 1,243 2,178 2,871 2,278 3,601 8,663 16,173 50,796
Revenue Use - Money & Property 3,174 855 734 1,453 716 611 1,227 1,291 894 1,377 938 528 13,800
Intergovernmental Revenue 62,678 162,240 74,676 187,993 122,557 100,463 182,088 102,431 137,086 141,607 147,890 199,679 1,621,388
Charges for Current Services 21,898 26,232 19,437 20,849 28,677 18,830 25,135 18,175 24,833 29,962 30,352 24,750 289,130
Miscellaneous Revenue 2,298 1,311 1,989 3,214 936 10,007 2,014 1,264 1,811 1,615 3,712 5211 35,382
Other Financing Sources 30,597 21,720 24,141 18,078 17,665 26,507 18,246 21,915 31,553 16,767 16,594 19,277 263,059
Total Revenues 130,107 231,231 136,344 251,546 200,300 348,080 473,284 166,201 221,674 355,208 399,553 295,850 3,209,375
4 Teeter Receipts 20,993 3,945 6,391 6,457 5,658 8,447 3,944 2,048 2,111 1,876 4,621 2,856 69,347
Short Term Borrowing (Trans; 50,000 50,000
Total Receipts 201,099 235,176 142,735 258,003 205,958 356,526 477,227 168,249 223,785 357,084 404,173 298,706 3,328,722
Expenditure Categories:
5 Salaries & Employee Benefits 506,185 121,319 82,124 82,157 82,670 83,622 82,872 83,352 121,565 84,343 88,073 88,159 1,506,443
Services and Supplies 92,697 93,574 76,544 117,017 82,150 80,795 85,826 102,241 85,286 112,254 88,955 97,052 1,114,391
6 Other Charges 76,818 43,082 53,447 37,584 38,003 45,032 30,110 38,534 53,353 47,636 38,011 38,913 540,524
Fixed Assets - Equipment 1,423 293 223 758 288 485 172 480 2,070 514 244 440 7,391
Operating Transfers 3,382 579 15,818 13,438 6,513 3,427 10,716 3,405 10,073 14,751 10,053 12,936 105,091
Total Expenditures 680,506 258,847 228,157 250,955 209,624 213,361 209,697 228,012 272,347 259,498 225,336 237,500 3,273,840
Teeter Disbursements 68,000 68,000
Short-Term Borrowing (Trans) 30,000 20,000 50,000
Total Disbursements 680,506 258,847 228,157 250,955 209,624 213,361 239,697 228,012 272,347 279,498 225,336 305,500 3,391,840
General Fund Month Ending Cash 261,371 237,700 152,278 159,326 155,660 298,825 536,356 476,593 428,032 505,617 684,455 677,660 677,660
Tobacco Tax Settlement Ending Cash 8,098 8,098 8,098 8,107 8,107 8,107 8,114 8,114 8,114 8,121 8,121 8,121 8,121
Cash Balance Including Tobacco 269,469 245,798 160,376 167,433 163,767 306,932 544,470 484,707 436,145 513,738 692,576 685,781 685,781

Footnotes:

1 Actual beginning cash balance includes Tobacco Settlement Trust of $8 million. The Tobacco Settlement Trust fund represents amounts that are available to the General Fund, however, to facilitate tracking of these balances, they are maintained in

2
3
4
5
6

a separate fund.

Property tax payments are received in December and April. The County participates in the altenative method of secured property tax apportionment (the TEETER Plan) available under the Revenue and Taxation Code of the State of California.

VLF- in- lieu payments are apportioned each January and May.
Teeter cash receipts of $75 million are reflected in the General Fund because the County will continue to internally fund the Teeter Plan.
July includes $337.4 million for Retirement Advances and OPEB, and $80.8 million for POBs. August and March have three pay periods. The third pay period does not include health benefits.

July includes $43.3 million annual lease payment.




COUNTY OF SAN DIEGO
GENERAL FUND MONTHLY CASH FLOW SUMMARY
FISCAL YEAR 2013/2014 EST
(in thousands)

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Total
Estimate Estimate Estimate E E E: E: Estimate E E: Estimate
1 Beginning Cash Balance 685,781 685,781
Revenue Categories:
2 Taxes Current Property - 5,882 4,381 5,184 17,069 183,503 75,819 7,433 14,921 150,200 44,510 14,711 523,615
3 Taxes Other Than Current Secured 8,460 6,417 7,359 6,381 6,225 6,007 161,220 5,372 4,302 6,208 155,554 9,451 382,956
Licenses, Permits & Franchises 2,392 3,733 2,557 2,444 3,580 3,248 3,574 3,821 3,142 6,418 3,909 3,479 42,297
Fines, Forfeitures & Penalties 1,467 1,948 1,941 3,268 4,273 1,750 3,036 4,162 3,996 4,174 5,518 14,648 50,182
Revenue Use - Money & Property 2,804 1,100 870 1,231 572 509 1,010 765 586 1,188 871 539 12,045
Intergovernmental Revenue 82,354 169,790 103,689 183,229 130,389 165,900 173,348 155,470 166,243 172,419 151,666 211,319 1,865,816
Charges for Current Services 24,641 24,161 18,170 23,038 30,818 25,318 27,654 23,269 25,224 36,229 25,897 20,768 305,188
Miscellaneous Revenue 1,191 1,176 2,440 2,622 1,645 7,231 1,687 1,405 1,519 2,492 2,774 3,635 29,816
Other Financing Sources 27,156 21,834 25,038 18,849 18,121 27,411 18,868 22,486 32,134 21,545 20,504 16,178 270,123
Total Revenues 150,466 236,040 166,446 246,246 212,690 420,878 466,217 224,183 252,067 400,872 411,203 294,730 3,482,038
4  Teeter Receipts 18,107 3,192 8,908 6,189 5,398 5,047 4,114 2,091 2,338 4,465 2,627 2,524 65,000
Short Term Borrowing (Trans) 60,000 60,000
Total Receipts 228,574 239,232 175,354 252,435 218,088 425,925 470,330 226,274 254,405 405,338 413,830 297,254 3,607,038
Expenditure Categories:
5 Salaries & Employee Benefits 558,024 132,119 89,434 89,471 90,029 91,066 132,386 90,772 90,249 91,851 95,913 96,007 1,647,321
Services and Supplies 104,114 94,362 96,319 112,467 90,934 89,102 102,000 97,286 103,098 110,340 105,250 111,624 1,216,896
6 Other Charges 79,545 40,594 55,194 39,294 40,024 55,194 40,854 40,594 55,194 53,854 40,338 40,524 581,204
Fixed Assets - Equipment 807 506 579 738 381 400 569 642 646 308 470 464 6,510
Operating Transfers 14,898 12,507 17,105 15,182 21,736 12,971 11,491 15,274 13,765 13,639 13,463 9,751 171,781
Total Expenditures 757,388 280,088 258,631 257,152 243,105 248,732 287,300 244,568 262,952 269,992 255,434 258,370 3,623,711
Teeter Disbursements 65,000 65,000
Short-Term Borrowing (Trans) 36,000 24,000 60,000
Total Disbursements 757,388 280,088 258,631 257,152 243,105 248,732 323,300 244,568 262,952 293,992 255,434 323,370 3,748,711
Month End Cash Balance 156,966 116,110 32,833 28,116 3,099 180,292 327,322 309,029 300,481 411,827 570,223 544,108 544,108
Footnotes:

Actual beginning cash balance includes Tobacco Settlement Trust of $8 million. The Tobacco Settliement Trust fund represents amounts that are available to the General Fund, however, to facilitate tracking of these
balances, they are maintained in a separate fund.

2 Property tax payments are received in December and April. The County participates in the alternative method of secured property tax apportionment (the TEETER Plan) available under the Revenue and Taxation
Code of the State of California.

VLF- in- lieu payments are apportioned each January and May.

Teeter cash receipts of $65 million are reflected in the General Fund because the County will continue to internally fund the Teeter Plan.

July includes $379.5 million for Retirement Advances and OPEB, and $81.4 million for POBs. August and January have three pay periods. The third pay period does not include health benefits.

o obhw

July includes $39.4 million annual lease payment.
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Schedule of Pledged Revenue Deposits

Term First Repayment Pledge Month Subsequent Repayment Pledge Month(s)
Participant Note Amount Months Month Percent $ Amount* Month Percent $ Amount*
Series A
County of San Diego $ 60,000,000 12 January 60% $ 36,718,000 April 40% $ 24,478,667
Series B-1
Cardiff School District 345,000 7 January 100% $ 349,025 April 0% $ -
Encinitas Union School District 4,155,000 7 January 100% $ 4,203,475 April 0% $ -
La Mesa-Spring Valley School District 6,490,000 7 January 100% $ 6,565,717 April 0% $ -
National School District 2,060,000 7 January 100% $ 2,084,033 April 0% $ -
Subtotal $ 13,050,000
Series B-2
Carlsbad Unified School District 9,240,000 10 January 50% $ 4,696,743 April 50% $ 4,696,743
Fallbrook Union High School District 1,095,000 10 January 50% $ 556,595 April 50% $ 556,595
Grossmont Union High School District 15,000,000 10 January 50% $ 7,624,583 April 50% $ 7,624,583
Ramona Unified School District 3,575,000 10 January 50% $ 1,817,192 April 50% $ 1,817,192
San Dieguito Union High School District 13,250,000 10 January 50% $ 6,735,049 April 50% $ 6,735,049

Subtotal

Total Par Amount:

$ 42,160,000

$ 115,210,000

*Inclusive of interest. Actual amounts deposited in the Payment Accounts may be reduced by the anticipated investment earning to be received under an
investment agreement, if any, through the Maturity Date of such investment agreement, if any.
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APPENDIX F
FORM OF BOND COUNSEL APPROVING OPINION

July 1, 2013

Participants identified
in the Trust Agreements

County of San Diego and San Diego County Schodtibis
Tax and Revenue Anticipation Note Program, Notdi¢pations
Series 2013A, Series 2013B-1 and Series 2013B-2
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel to the County oD&ago (the “County”), on behalf of itself and
various school districts (the “Districts” and tolget with the County, the “Participants”), in contiec
with the execution and delivery of $60,000,000 aggte principal amount of the County of San Diego
and San Diego County School Districts Tax and Regernticipation Note Program, Note
Participations, Series 2013A, $13,050,000 aggrepateipal amount of the County of San Diego and
San Diego County School Districts Tax and Revenuéchation Note Program, Note Participations,
Series 2013B-1, and $42,160,000 aggregate prinaipaunt of the County of San Diego and San Diego
County School Districts Tax and Revenue Anticipafdote Program, Note Participations, Series 2013B-
2 (collectively, the “Note Participations”), evidegng and representing proportionate and undivided
interests in (i) the tax and revenue anticipatioten (the “Notes”) issued by the County on behtifself
and various school districts identified in the Tragreements (as hereinafter defined) and idetifie
the Official Statement, dated June 4, 2013 (thdit¢@f Statement”), relating to the Note Participas,
and (ii) the debt service payments on the Notdsetonade by the Participants. The Note Participatio
are issued pursuant to three separate trust agnéemeach dated as of July 1, 2013, between Willming
Trust, N.A. (the “Trustee”) and the Participantsicthare a party to the respective trust agreentettis
“Trust Agreements”). Each Note is issued purstam@ind by authority of a resolution of each respect
Participant, each passed and adopted (collectitiady;'Resolutions”) under and by authority of Algic
7.6, Chapter 4, Part 1, Division 2, Title 5 of tlalifornia Government Code, and designated the
respective Participant’s “2013-2014 Tax and Revehutecipation Note.”

In such connection, we have reviewed the Trust &ments, the Resolutions, the Notes, opinions
of counsel to the County and the Districts, thestea, certificates of the County and the Districts
regarding tax and other matters (the “Certificatesertificates of the Trustee and others, and siloar
documents, opinions and matters to the extent veandd necessary to render the opinions set forth
herein.

The opinions expressed herein are based on ansanalyexisting laws, regulations, rulings and
court decisions and cover certain matters not tir@cdressed by such authorities. Such opinionslmea
affected by actions taken or omitted or events oowy after the date hereof. We have not undertake
determine, or to inform any person, whether anyhsaations are taken or omitted or events do occur o
any other matters come to our attention after Hie dereof. Accordingly, this letter speaks ordyhits
date and is not intended to, and may not, be relfmh or otherwise used in connection with any such
actions, events or matters. Our engagement wipher to the Note Participations has concluded with
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Participants identified

in the Trust Agreements
July 1, 2013
Page 2

their execution and delivery, and we disclaim abjigation to update this letter. We have assurhed t
genuineness of all documents and signatures pessémtus (whether as originals or copies) and thee d
and legal execution and delivery thereof by, aniitg against, any parties other than the Partinis.

We have assumed, without undertaking to verify, #veuracy of the factual matters represented,
warranted or certified in the documents, and ofléigal conclusions contained in the opinions, reféto

in the second paragraph hereof. Furthermore, we lagssumed compliance with all covenants and
agreements contained in the Resolutions, the Txgetements and the Certificates, including (without
limitation) covenants and agreements compliancé witich is necessary to assure that future actions,
omissions or events will not cause interest eviddnand represented by the Note Participations to be
included in gross income for federal income taxppses. We call attention to the fact that thetsigind
obligations under the Resolutions, the Notes, thestTAgreements, the Certificates, and evidenced an
represented by the Note Participations, and thrgareeability may be subject to bankruptcy, insolwg
reorganization, arrangement, fraudulent conveyammgatorium and other laws relating to or affecting
creditors’ rights, to the application of equitakpenciples, to the exercise of judicial discretiom
appropriate cases and to the limitations on legyaledies against public entities such as the Raatics in

the State of California. We express no opinionhwiéspect to any indemnification, contribution,
liquidated damages, penalty (including any remeelgnaged to constitute a penalty), arbitration, juadici
reference, choice of law, choice of forum, choi€®aenue, waiver or severability provisions contalriie

the foregoing documents. Our services did nowelfinancial or other non-legal advice. Finalke
undertake no responsibility for the accuracy, catgrless or fairness of the Official Statement beiot
offering material relating to the Notes or the N&articipations and express no opinion with respect
thereto.

Based on and subject to the foregoing, and innmedidhereon, as of the date hereof, we are of the
following opinions:

1. Each Note constitutes the valid and bindingigalblon of the respective issuing
Participant. The principal of and interest on eblicite are payable from the Pledged Revenues (&s tha
term is defined in the respective Resolution) & igsuing Participant and, to the extent not sd,paie
payable from any other moneys of such Participanfully available therefor.

2. The Resolutions have been duly adopted by #éngcipants and each constitutes a valid
and binding obligation of the respective Participan

3. The Trust Agreements have been duly executeddalidered by, and constitutes the
valid and binding obligations of, the respectivetiegants which are a party thereto.

4. The Note Participations, upon execution andsee} thereof by the Trustee, are entitled
to the benefits of the Trust Agreements.

5. Interest on the Notes paid by the Participantsraceived by the registered owners of the
Note Participations is excluded from gross incooreféderal income tax purposes under Section 103 of
the Internal Revenue Code of 1986 and is exempt fBtate of California personal income taxes. The
amount treated as interest on the Notes represeptéte Note Participations and excluded from gross
income may depend on the taxpayer’s election ulrdernal Revenue Service Notice 94-84. Interest is
not a specific preference item for purposes offédueral individual or corporate alternative minimum
taxes, although we observe that it is includeddjusted current earnings when calculating corporate
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Participants identified

in the Trust Agreements
July 1, 2013
Page 3

alternative minimum taxable income. We expresspiaion regarding other tax consequences related to
the ownership or disposition of, or the accrualreceipt of such interest represented by, the Note

Participations.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP
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County of San Diego and San Diego County School Districts
Tax and Revenue Anticipation Note Program
Note Participations, Series 2013

Note Amounts and Coverage Analysis

Base Amounts (1) Cash Coverage Factors (2)
2013-14 2013-14 2013-14 TRANS as % of 2013-14 2013-14 2013-14
Note Terms Projected Cash Balance  Alt. Cash 2013-14 Projected Cash Balance &

Participant Note Amount (Months) Cash Receipts (3)  at Maturity at Maturity Cash Receipts | Cash Receipts (3) at Maturity Alt. Cash
Series A
County of San Diego $60,000,000 12 $3,547,038,000 $544,108,000 $265,990,000 1.692% 60.12 x 10.07 x 14.50
Series B-1
Cardiff School District 345,000 7 4,432,798 1,700,473 242,294 7.783% 13.85 x 5.93 X 6.63 X
Encinitas Union School District 4,155,000 7 27,108,599 4,057,046 5,132,716 15.327% 752 x 1.98 x 3.21 x
La Mesa-Spring Valley School District 6,490,000 7 61,462,810 3,323,825 1,195,072 10.559% 10.47 x 1.51 X 1.70 X
National School District 2,060,000 7 33,511,631 3,185,586 2,149,109 6.147% 17.27 x 2.55 x 3.59 x
Subtotal 13,050,000 Subtotal Averages: 9.954% 12.28 x 2.99 x 3.78 X
Series B-2
Carlsbad Unified School District 9,240,000 10 68,124,016 11,426,184 25,215,811 13.563% 8.37 x 2.24 x 497 x
Fallbrook Union High School District 1,095,000 10 22,310,810 2,977,147 1,086,987 4.908% 21.38 X 3.72 x 471 x
Grossmont Union High School District 15,000,000 10 146,624,799 6,334,410 48,803,616 10.230% 10.78 x 142 x 4.68 x
Ramona Unified School District 3,575,000 10 40,591,583 3,531,222 1,072,955 8.807% 12.35 x 1.99 x 2.29 X
San Dieguito Union High School District 13,250,000 10 88,930,628 14,664,299 3,757,781 14.899% 7.71 X 211 X 2.39 X
Subtotal 42,160,000 Subtotal Averages: 10.482% 12.12 x 2.29 x 3.81 X

Total Par Amount: $115,210,000

(1) Base Amounts exclude Note Amounts.
(2) Note Amounts have been added to each Base Amount to calculate Cash Coverage Factors.
(3) 2013-14 Projected Cash Receipt are receipts received through the Maturity date of the respective note.
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FOR ADDITIONAL BOOKS: ELABRA.COM OR (888) 935-2272
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